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Abstract 
 
 There are a number of studies on OTOP Project , but most of them are 
presented with a case study and descriptive approach. The research questions of 
this work  involves the  real economic impacts on workers working under the 
scheme. The overall purpose of this study is to gain insight into the current 
situation of OTOP and  attempts to provide a better understanding of the 
economic impacts on villagers under the OTOP program. Using the nine 
provinces in the lower northern region in Thailand as the study area, this 
research seeks to identify the pattern and size of villagers’ employment and 
income generated directly or indirectly by the presence of OTOP in the region.
   
      In particular, this research has two major objectives. The first is to 
identify differences of average revenue of OTOP enterprises among regions  in  
Thailand as a whole. The second is to examine the uses of factors including 
materials, capital, and entrepreneurial services as well as labor services in the 
Cobb- Douglas production function, especially in the northern region. The 
hypotheses include(1.)There are significant differences of  average revenue of 
OTOP enterprises among regions  in  Thailand as a whole, and(2)there are  
significant uses of  factors including materials, capital, and entrepreneurial 
services  as well as labor services in the Cobb- Douglas production function. As 
for the secondary data, the author used the data provided the by the Department 
of Community and Development. Apart from that the onsite surveys were 
conducted in 2010-2011   in the lower northern Thailand.  Primary data was 
obtained from questionnaire and  interview by using the stratified random 
sampling technique with a sample size of  235. There were two sets of  
questionnaire prepared for  both  leaders and workers working for the OTOP 
project focusing on  the both social and economic aspects of them. Regarding to 
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the first hypothesis, the study analyzed 42 months of OTOP revenue including 
:total revenue of product sale  from October,2009 to 2011,  42 months in total 
classified into  4 regions, north, central, south, and northeast. By using ANOVA  
techniques with 5% significant level, the result  showed that the mean of total 
revenue of product sale are different with regard to regions.  According to the 
second hypothesis, the following  results  also revealed some interesting insights 
on the OTOP effects on villagers. The interpretations of estimated regression 
above were as follows: 1)all parameters of independent variables are significant 
with the 95% confidence interval.2)all four factor determinedly (with p-value 
much less than 0.05 significant level) explained about 96.5% of the change in 
OTOP production.3.)the productivity growth or the growth of total productivity 
is equal to 1.312% (Intercept of the regression), meaning that there is 
productivity improvement in the OTOP industry.4)cost share of materials was 
the highest among factors of production, meaning that most of the expenses 
were paid for materials followed by payment for manager, labor and 
capital.5)cost share for the manager was not much higher than labor but much 
higher than capital. This means that at present beside materials the emphasis was 
on the use of labor as a key factor in the production process. Summary: the most 
important factor in term of cost share (or the value of that factor in a product) of 
OTOP industry was materials. Manager or knowledge worker was the second 
most important factor, followed by labor and capital. It was an indication of how 
important management is in the production process of this labor intensive but 
creative industry. There was also a sign of progress in productivity of this 
industry.  
 
  Directing attention to the case studies, it was the heritage capital 
already existing in rural areas as their production capability derived from their 
predecessors. It was obvious that the potential benefit of the projects is immense 
and fundamental not only to the production industry but also to the tourism 
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industry.   Furthermore, this policy provided a chance for people who own small 
and median business to show their manufactured goods and also handicrafts at 
many trade centers.  Therefore, it  gave  them opportunities to establish 
networks and meet buyers including exporters. Moreover, the poor could do as  
it needs only small amount of money for running these businesses.  It did not 
need high technology which took time to learn.  The benefit is then distributed 
to a lot of people, not only the rich. In addition, the competition from the rich 
countries is impossible because it is cultural heritage business and made by 
hand. The rich countries have advanced way beyond this. Therefore to help the 
OTOP project still being relevant in Thai economy, right supports from the 
government should be continued and improved.  
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    Chapter １  Introduction 
 
1.1  Background 
Thailand  is  located  in the heart  of the  Southeast  Asian   mainland  with  
an  area  of  513,115  square  kilometers.  The  population  is  about   62  million  
in  Thailand,  of  which  around  6  million  live  in  the  capital  city,  Bangkok,  
and  about  42.7  million  reside  in  rural areas with  another  39.2  million    in  
urban areas .  Thailand was a desperately poor nation in the 1960s, with little 
industry  and apparently with few economic prospects.  In 1961, however the 
country launched a series of economic reforms. Importantly, Thailand has 
employed the National Economic and Social Development plans to be a guide 
line for the national development. In 1960 agriculture made up almost 40 percent 
of GDP, mostly exports, and employed the bulk of the population. However, 
industrial growth has seen manufactured exports expand from one percent of 
total exports in 1960 to 80 percent since the mid-1990s (Mingsarn, 1998: 3-4 and 
retrievedOctober,8,2011,from 
http://www.dtn.go.th/filesupload/files/trade/TRADE_1255.pdf).  
In 1960, agriculture represented   82 percent of  the employment in the 
economy. By 2011, just 38.4 percent engaged in the agricultural sector, either 
full or part-time  as shown in table 1.1 
 
 
 
 
 
 
. 
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Table 1.1  Structure of the economy in year 2011 
Sector GDP by Sector(%) Labor force by sector 
Manufacturing 39 13.6 
Wholesale and retail trade 13.5 15.5 
Transport, Storage and 
communication 
9.6 2.6 
Agriculture 8.6 38.2 
Construction and Mining 4.3 6.1 
Other services 25 24 
 
Source: retrieved October,9,2012,from 
http://www.bot.or.th/English/EconomicConditions/Thai/genecon/Pages/Thailand_Glance.aspx  
 
With regard to table1.1, it can be seen that while the manufacturing factor 
account for 39 %  in terms of GDP, the agricultural sector is just 8.6% 
    Development shifted from an inward-looking, import-substitution strategy 
to one that concentrated on exported orientation.     From the late 1980s, its 
economy began a remarkable economic ascent. It was one of the fastest growing 
economies in the world, having been among the first Southeast Asian countries 
to cope with the economic downturn of the mid-1980s (Peter G.Warr,1993: 12-
13)  
   Industrialization capitalism was the driving force that led Thailand to 
arrive at this position. The private sector was also pivotal, having a major role in 
industrial development, with the  state-led high economic growth contributing to 
infrastructure development.   By the mid-1990s Thailand, like much of Asia, 
experienced an exceptional socio-economic transformation–a capitalist 
revolution–but it is markedly different from the transformations in Western 
Europe and the United States.  One result of this complete change was the 
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appearance of a significant domestic capitalist class. By the mid-1990s, Thailand 
had become an industrially oriented capitalist economy (Krugman,2000: 709) 
When the economic crisis hit Thailand in 1997 , non- government 
organizations and social movements criticized negative impacts arising from 
capitalism including liberalization and globalization. But some westerners 
blamed the crisis on the Asian themselves, especially the “ crony capitalism” 
under which businessmen and politicians had excessively cozy relationships        
(Krugman,2000: 710) 
 Between 50 years of national plans, Thailand has concentrated   on 
capitalist processes  that cause unevenness in development. Some negative 
impacts include poor income distribution or intense benefit on the urban 
population. 
 The Third National Plan indicated the problem of the concentration of 
benefits on the urban population. As a result, rural development grew to be a 
main concern. Poverty in rural areas had been a serious concern since the 
number of poor people had increased. It has been the most serious economic 
disaster for Thailand since 1961 when it started its modern economy.  
 
Table 1.2   Poverty   Incidence,   1988-2007 
Location 1988 1992 1996 2000 2004 2008 2011 
Rural 74.38 66.18 42.29 51.7 33.72 27.17 16.67 
Urban 43.38 38.65 19.19 22.34 14.65 11.51 8.95 
Ratio of poverty 1.71 1.71 2.20 2.29 2.30 2.36 1.85 
 
Source : National Economic and Social Development Board. Retrieved 
November,8,2012,from  www.nesdb.go.th.  
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Table 1.2 shows that the Thai  rural  population, which  by  formal  
definition  are  people  who  do  not  live  in  municipal  areas,  was  16.67  
percent  in  2011  or  6.052  thousand   people  from a total  population  of  63  
million  people.  When comparing the ratio of poverty in urban to rural in 1988, 
it was 2.09. It  sharply escalated to 2.92, 3.08 ,  3.06, and 3.18  in 1992,   1998,  
2004,  and 2007 respectively. This shows that the   current   trend   of   rural-
urban   disparities   in   Thailand   is   widening.  
 
Table 1.3  Income distribution in Thailand during 1998-2011 
           /Year 
198
8 
199
0 
199
2 1994 
199
6 
199
8 
200
0 
200
2 
200
4 
200
6 
200
7 
200
9 
201
1 
The lowest 
quintile(20%) 
4.58 4.29 3.96 4.07 4.18 4.3 3.95 4.19 4.47 3.82 4.24 4.46 4.62 
The second quintile 8.05 7.54 7.06 7.35 7.55 7.75 7.27 7.69 8.02 7.68 8.02 8.32 8.66 
The  middle quintile 12.4 11.7 11.1 11.67 11.8 12 11.5 12.1 12.5 12.2 12.6 12.7 12.8 
The fourth quintile 20.6 19.5 18.9 19.68 19.9 19.8 19.8 20.1 20.3 20.3 20.5 20.4 19.6 
The  highest quintile  54.4 57 59 57.23 56.5 56.1 57.5 56 54.7 56 54.6 54.1 54.3 
Total 100 100 100 100 100 100 100 100 100 100 100 100 100 
Proportion of the 
richest group to the 
poorest group 
11.9 13.3 14.9 14.07 13.5 13.1 14.6 13.4 12.2 14.7 12.9 12.1 11.8 
 
Source: Data from the Household Socio-Economic Survey. Processed by 
the Office for National Statistics and Indicators Database for Development, 
Social Development Board retrieved October,8,2012,from nesdb.go.th 
 
 
 
. 
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Table 1.3 shows  that  in 1988 the top quintile or 20% of the people 
received  54.37% of the income,  and the bottom quintile obtained  4.58% . 
The income quintile share ratio was 11.88. After almost 25 years, in 2011 with 
the capitalism strategy we can see that while the lowest quintile, 20% the bottom 
quintile, of people was 4.46; the highest quintile (the top quintile)  was 54.1. 
Thus, the income quintile share ratio was  12.14 which means that the income 
distribution in Thailand was worse  in 2011 than that of in 1988. 
 
1.2 The causes of poverty 
The causes of poverty can be classified into two factors (Mukhjang, 2006):   
   1. External factors. Here are some instances of these factors. 
     1) Imbalanced government policies, such as being engrossed in the   
                        modern industrial sector and export oriented. 
     2) Biased legislation.  
    3) Unnecessary  bureaucracy. 
    4) Incompatible plans among government organizations. 
2. Internal factors. The internal factors include low skill in doing a job, 
lack of education and useful information, health problems, sizeable family, 
scarcity of input, and also individual behavior and attitude. 
Currently, there is strong focus on this last factor as keeping people in poverty. 
The Thailand Development Research Institute (2006) concluded that the 
main characteristics of poverty in  Thailand were as follows: 
1. Eighty percent of the poor lived in the rural areas. 
2. Most of the poor inhabited the Northeast. 
3. Predominantly, poor families had a large burden of  bringing up a lot  
of members. 
4. The poor mainly had low education. 
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5. The percentage of poor children and elders was thirty and ten,  
respectively. 
6. Twenty percent of the poor report that the head of their families are  
women. 
7. Agriculturists have the highest risk of being poor. 
 
1.3 Opportunity for rural poor people to alleviate their poverty 
  Poverty is one of the most important problems that developing countries, 
including Thailand, face. Many methods are used to alleviate their hardship, such 
as  transfer payment, providing capital, and social welfare.  
These policies include restoring economic growth and improving the 
capacity of  the government in providing  the services that the poor require to 
raise themselves out of poverty.  However, the policies employed in the past 
could not reduce the incidence of sustained poverty in Thailand. 
To alleviate poverty, former Prime Minister Thaksin Shinawatra embarked 
on many distinctive policies leaving his mark on education, drugs, energy, public 
health, village fund investment in mega projects,  increasing government 
expenditure, and also international affairs.   Because of the financial crisis in 
1997, many of his policies were especially designed for the rural poor, for 
instance village funds, a four-year debt moratorium for farmers, low-interest 
business loans, and the One Tambon One Product (OTOP) project. These 
policies were extremely attractive to the poor in general. 
The OTOP project was established by the Thai government as a 
community partnership. OTOP also pooled common principles as the OVOP 
movement which is  based on “endogenous development ” and includes, local 
global, self-reliance, and creativity as well as human resource development.  It 
represents the unique of local products which use s abundant local resources 
  
7 
 
including raw materials,  local wisdom, and human capital as well as natural and 
historical resources.  It is an alternative economic model for Thailand–a 
community development.  The One Tambon One Product project was officially 
launched at the national leveled  in 2001 after Dr. Thaksin  paid a visit  to Oita 
prefecture in Japan. The OTOP  project were greatly inspired by the outstanding 
work of Dr. Morihiko Hiramatsu, the former Governor of Oita prefecture. His 
visionary work named One Village One Product ( OVOP) movement has shown 
that local-centric effort can innovatively work in conjunction with  the local 
resources and technical know-how to generate balanced socio-economic  
development. The three major basic strategies  are 1) think globally, act locally, 
2) self reliance and creativity, and 3) human resource development. In addition, 
he claimed that the increase of GNS( Gross National  Satisfaction)  was more 
desirable than the growth of GDP. 
 
Table 1.4 Total  sales  of  OTOP  from  2002-2005 
Year 
Total  sales  (million  
baht) 
Growth  rate  of  total  sales 
(percentage) 
2002 16,715 11.05 
2003 33,277 22.00 
2004 46,277 30.59 
2005 55,000 36.36 
2010 59,435 - 
2011 66,817 12.42 
 
Source:  retrieved October,8,2012,from  cddcenter.cdd.go.th/ and calculate 
by  author 
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The OTOP project was able to gross 16,715 million baht in the first year 
in 2002.  The earnings have sharply increased since then. In 2003, the earnings 
were 33, 277 millions baht, a 22 percent  increase from the first year. And then it 
enormously rose to 66,817  baht in 2011 with the growth rate of 12.42 percent.  
On the one hand,  the One Tambon One Product is a superior project 
which creates many kinds of products with a desirable result  especially, in 
increasing total revenue as shown in the table 1. On the other hand, the OTOP 
management has many steps to reach its objectives.  Furthermore, we don’t 
know the cost share among the significant factor inputs. With all the problems 
that the OTOP program are facing nowadays, it is essential to study  and to  
understand the real economic impacts of villagers working under the One 
Tambon One Product (OTOP) project in Thailand. 
 Viroonpol (2002)  studied the  production and market opportunities for 
local arts and craft products in  the North: a case study of woven home textiles. 
She found that the majority of members were farmers.  They did not count their 
own labour service as the cost of production.  Therefore, they thought that the 
cost of their handmade textiles were very low.   The major difficulty they faced 
was the limitation of consumer need. They reported that the price of textiles was 
at a bottom the economic downturn. In addition, Wichita (2002)  studied the 
structure of production, costs, revenues, income, and employment of the hand-
made   paper.  The main objective of her study was to compare the annual total 
revenue in the three community groups in Phrae province. Furthermore, she 
examined the opportunities and threats of the businesses. It was found that, for 
opportunities, generally, all the three groups had similar strengths, such as a 
secure market. This firms received financial support and useful marketing 
information provided by the government.  Focusing on the challenges, they faced 
a lack of knowledge in the design and advanced equipment. Leochai et al. (2001) 
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did  research on the potential of a community enterprise  under the One Tambon 
One Product scheme.  She also employed SWOT analysis to identify the 
capabilities of the four groups. Most of the problems they experienced were  
deficiency of skilled workers and lack of participation among their members.  
Moreover, some of them  have no knowledge of the financial markets.  
In spite of some research for about a decade on the OTOP project 
mentioned earlier, the real economic impacts on villagers under the OTOP 
project have never been studied. Therefore, the real economic impacts on these 
people, still remain to be clarified. The analysis of the real economic impact on 
people under the OTOP project is essential. The real economic impacts related to 
direct and indirect effects are investigated while economic of human resources 
are also examined in this research. 
 These two angles are emphasized as the specific focus of this study Not 
only does the OTOP project affect the total value of the products, but the income 
earnings by the villagers’ job creation increase human resource capital. 
Demographic indicators, such as education level, age, and family status are also 
measured to represent the social conditions of the household or OTOP group. 
 This study focuses on the specific impacts as outlined above in the place 
of origin  of  the OTOP projects within the study area. These points will be 
crucial for the planning to promote the OTOP project.  
 
1.4  The  lower  northern region 
The lower  northern region consists of 9 provinces which are Sukhothai, 
Phitsanulok, Uttaradit, Phichit,Kampangphetphet, Uthaithani, Nakhonsawan, 
Phetchabun and Tak.   Mostly, the lands are flat and suitable for  producing 
crops. The major crops include rice, sugarcane, and corn. Therefore, the weather 
is an important factor for the agricultural sector. Most industries are based on 
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agriculture, such as the sugar industry in Uttaradit, Phitsanulok, Nakhonsawan, 
and  Kamphaengphet. In addition, there is a machinery industry located in 
Phitsanulok and Nakhon Sawan and rice mills in Phitsanulok, Nakhonsawan and 
Phichit . Importantly, there are also very attractive historical sites in Sukhothai 
province. 
There is also an important source of hydroelectric power from the 
Bhumibol Dam in Tak  province which is a gateway to Myanmar. It is one of the 
most important border trade areas in Thailand. Apart from that, Kamphaengphet  
has  some crude oil wells which can produce one-tenth of the amount consumed 
in the whole country.  
 
1.5  OTOP in the lower northern region 
In 2010, there were 813 firms registered under the OTOP  project 
(Department of Community Development).  When classified, these firms fall 
into 5 types as food, textile, crafts, beverages, and herbs.  Crafts and arts had the 
highest number and beverages had the lowest number as shown in table 1.5 
 
 
 
 
 
 
 
 
 
 
. 
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Table 1.5  Number of OTOP firms classified by types in lower northern region in 
2010. 
Province Food Textile Crafts Beverage Herb Total 
1. Kamphaeng Phet 25 19 42 3 2 91 
2. Phitsanulok 32 10 30 7 9 88 
3. Tak 32 64 31 9 2 138 
4. Phetchaboon 38 19 33 6 2 98 
5. Sukhothai 25 36 30 1 4 96 
6. Uttaradit 18 16 24 4 2 64 
7. Uthaithani 10 25 20 1 1 57 
8. Phichit 25 20 38 2 6 91 
9. Nakhonsawan 29 9 39 6 7 90 
Total 234 218 287 39 35 813 
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
create the table by author 
 
According to the number of OTOP firms in the lower northern region, Tak 
province had the highest percentage  accounting for 17.25 percent. When viewed 
by product type,  crafts is overwhelming  greater  as shown in Table 1.5 and 
figure 1.1 
 
 
 
 
 
. 
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Figure 1.1 Number of OTOP firms classified by provinces in the lower northern 
region in 2010 
 
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
create figure the by  author 
 
 Focusing on the product type, the details are presented in the following 
figures. 
 
 
 
 
 
 
 
 
. 
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Figure 1.2  Number of OTOP firms classified by types in Kampangphet province 
in 2010 
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
created the figure by  author 
 
Figure 1.2 shows that while craft firms are the highest in number, herb 
firms are the fewest in number in Kampangphet province.  
 
 
 
 
 
 
 
 
 
 
. 
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Figure 1.3  Number of OTOP firms classified by types in Phitsanulok province   
in 2010 
 
2010  
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
created the figure by  author 
 
Figure 1.3 shows that food  producers are the highest  in number in but the 
beverage producers are the fewest number in  Phitsanulok  province.  
 
 
 
 
 
 
 
 
 
. 
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Figure 1.4  Number of OTOP firms classified by types in Tak province in 2010 
 
 
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
created the figure by  author 
 
With regard to figure 1.4,  textile producers are  overwhelming the highest 
in number greatest in Tak province and herb producers are the fewest in number. 
 
 
 
 
 
 
 
 
 
. 
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Figure 1.5  Number of OTOP firms classified by types in Petchaboon  province 
in 2010 
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
created the figure by author 
 
From figure 1.5, we can see that food products are the most important in 
terms of numbers in Petchaboon  province. 
 
 
 
 
 
 
 
 
 
 
. 
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Figure 1.6   Number of OTOP firms classified by types in Sukhothai province  in 
2010 
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
created the figure by author 
 
As you can see, most OTOP  products in Sukhothai province are textiles. 
 
 
 
 
 
 
 
 
. 
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Figure 1.7  Number of OTOP firms classified by types in Uttaradit province in 
2010 
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
created the figure by author 
 
Figure 1.7 demonstrates that most OTOP  products in Uttaradit province 
are crafts. 
 
 
 
 
 
 
 
 
 
. 
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Figure 1.8  Number of OTOP firms classified by types in Uthaithani province in 
2010 
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
created the figure by author 
 
With regard to figure 1.8,  textiles are overwhelming greatest in  
Uthaithani  province. 
 
 
 
 
 
 
 
 
 
 
. 
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Figure 1.9  Number of OTOP firms classified by types in Pichit  province in 
2010 
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
created the figure by author 
 
With regard to Figure 1.9  the highest number of  OTOP products  Phichit   
province is for crafts. 
 
 
 
 
 
 
 
 
 
. 
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Figure 1.10  Number of OTOP firms classified by types in Nakhonsawan province 
in 2010 
 
Source: retrieved October,8,2012,from http://www.thaitambon.com and 
created the figure by author 
 
In terms of the number of  OTOP enterprises in  Nakhonsawan Province  the 
highest number  is for crafts.   
 
 
 
 
 
 
 
 
 
 
. 
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Table 1.6 Annual Sale of OTOP enterprises in lower northern region in 2010-
2011 
Province 
2010 
Domestic sales 
(baht) 
International 
sales  (baht) 
Total sales  
(baht) 
1 Uttaradit 432,419,807.00 - 432,419,807.00 
2 Tak 488,986,903.00 25,946,000.00 514,932,307.00 
3 Sukhothai 363,669,805.00 46,288,799.00 409,958,605.00 
4 Phitsanulok 228,438,743.00 15,091,260.00 243,5300,003.00 
5 Phetchaboon - - - 
6 Nakhonsawan 928,966,431.00 31,988,600.00 960,955,031.00 
7 Uthaithani 391,492,919.00 - 391,492,919.00 
8 Kamphaengphet 433,289,903.00 9,385,845.00 442,675,748.00 
9 Phichit 210,101,731.00 220,000.00 210,321,731.00 
Total 3,477,366,242.00 128,920,504.00 5,798,056,151.00 
 
Source: retrieved October,8,2012,from http://www. cddcenter.cdd.go.th 
and calculated by author 
 
 In term of annual sale  of OTOP enterprises in lower northern region while 
Nakhonswan Province earned the highest revenue account for 26%, Phichit 
received only 6% as also shown in Table1.7 and Figure 1.11 
 
 
 
 
 
. 
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Figure 1.11 Annual Sales of OTOP enterprises in lower northern region 
 in 2010-2011 
Uttaradit
13%
Tak
14%
Sukhothai
10%
Phitsanulok
7%Phetchabun
2%
Nakhonsawan
26%
Uthaithani
10%
Kamphaengphet
12%
Phichit
6%
Year 2010
   
 Source:  Calculated by author. 
 
1.6  Motivation of this study 
   Policy makers in Thailand have neglected the real economic  impacts  on 
villagers working under the OTOP scheme for nearly a decade. This negligence 
was driven by the traditional idea that when rural enterprises grew up, then 
villagers workers would be better off.  It was assumed that the benefits would 
generate  money equally among them.   
 
1.7  Significance of the Study 
 This study observed the economic activities engaged  in by villagers  
including the ownership and cost share received in the lower northern part of 
Thailand. There have been several studies of OTOP project in other regions in 
Thailand. Much of the previous work on the OTOP project have concentrated on 
the performances of each enterprise using descriptive statistical tools. Still, there 
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are some limitations of real economic impact studies, particularly the lack of 
work on ownership and cost share using an econometrics approach. The purpose 
of this study was to fill this research gap and to contribute knowledge and debate 
on the cost share of the production function.  Furthermore, this research intends 
to provide a case specific study and some useful feedback to the rural poor 
enterprises and also to the policy makers. 
 
 1.8 Objectives  
 The overall purpose of this study is to gain insight into the current 
situation of OTOP and  attempts to provide a better understanding of the 
economic impacts on villagers under the OTOP program. Using the provinces in 
the lower northern region in Thailand as the study area, this research seeks to 
identify the pattern and size of villagers’ employment and income generated 
directly or indirectly by the presence of OTOP in the region.   
 In particular, this research has two major objectives. The first is to identify 
differences of average revenue of OTOP enterprises among regions  in  Thailand 
as a whole. The second is to examine the uses of factors including materials, 
capital, and entrepreneurial services as well as labor services in the Cobb- 
Douglas production function, especially in the northern region. 
 
1.9 Hypothesis 
1.There are significant differences of  average revenue of OTOP 
enterprises among regions  in  Thailand as a whole. 
2.There are  significant uses of  factors including materials, capital, and 
entrepreneurial services  as well as labor services in the Cobb- Douglas 
production function. 
 
. 
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1.10 Study Area 
With regard to the second hypothesis, the population is the groups in 9 
provinces of the lower northern part of Thailand including Uttradit, Phitsanulok, 
Phetchaboon, Sukhothai, Kampaengphet, Phichit, Nakhonsawan, and Uthaitani. 
The study area is shown in the figure 1.12. There were 813 OTOP  firms in 
2010. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
. 
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 Figure 1.12 Nine provinces of the lower northern part of Thailand 
 
Source: retrieved October,8,2012,from https://www.google.co.th/search?q 
. 
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1.11 Structure of my dissertation 
The following flow chart is the structure which is divided into five chapters. 
 
 
 
 
 
 
 
 
 
 
 
 
 
1.12 Technical terms. 
 The following sections defines the important technical terms using in this 
study which includes 7 in total. 
1) Real economic impacts refer to the relative share of total product 
accruing to each input including managers, workers, capital goods and material 
used under  the OTOP  project. 
2) OVOP stands for One Village One Product movement introduced in 
Oita Prefecture by Dr. Morihiko Hiramatsu. 
3) OTOP  or One Tambon One Product  means the project that the Thai 
government initiated in 2001.  
4) Tambon represents  a regional  government unit in Thailand. 
Below district (amphor) and province (changwat), they form the third 
administrative subdivision level. It is not a local administrative organization. 
Chapter 1 
Introduction 
Chapter 3 
Research Methodology 
Chapter 4 
Empirical Analysis and 
Results 
Chapter 2 
Literature Review 
 
Chapter 5 
Conclusions and policy 
Implication 
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5) Lower northern region includes 9 provinces,  namely Uttradit, 
Phitsanulok, Phetchabun, Sukhothai, Kampaengphet, Pichit, Nakhornsawan, and 
Uthaitani. 
6) Managers refer to  the owner of OTOP  enterprises or the leader of the 
OTOP  enterprise. 
7) Workers denote the villagers working under owner of OTOP  
enterprise. 
 
1.13 Scope. 
This study focus on OTOP  enterprises operated in lower northern region. 
The research field was conducted from 2009-2012. The variables including in 
my dissertation are total revenue of the OTOP enterprises, manager income, 
worker income, capital cost and material cost. 
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Chapter 2  Literature Review 
 
First, this chapter begins with a  review of the OTOP project. Its 
objective is to explain the history, the current situation. and the challenge of 
the  OTOP project. 
Second, a discussion on real economic impact analysis and 
measurement is presented.   
Third,   the macroeconomics of the lower northern part of Thailand is 
explained.  
Fourth, a review of  local economic growth theory is given. 
 
2.1  The history, current situation, and challenge of the OTOP project 
To alleviate poverty, Prime Minister Thaksin Shinawatra  embarked on 
many distinctive policies leaving his mark on education, drugs, energy, public 
health, village fund investment in mega projects,  increasing government 
expenditure, and also international affairs.   Because of the financial crisis in 
1997, many of his policies had especially been designed for the rural poor, for 
instance village funds, a four-year debt moratorium for farmers, low-interest 
business loans, and  the One Tambon One Product project. These policies 
were extremely attractive to the poor in general. OTOP draws its inspiration 
from Japan‟s successful, One Village One Product (OVOP)  of  Oita province. 
In particular, the notable  principles  of  this  policy  are  as  follows and 
shown in the figure 2.1 
 1)  To lead  locally  yet  globally.  It  suggests  that  the  products  must  
be  qualified  and  progressively  developed.  While  the  products  are  to  be  
compatible  with  Thai  culture,  they  have  to  be accessible to  domestic  and  
foreign   markets. 
 2)  To use  self reliant  creativity.  This  implies  that  the  products  
should  represent  local  customs  and  also  cultures.  Therefore, they show  
30 
 
their  own  identities. The regional markets should be set up  to encourage 
local consumption of OTOP products. 
 3) To develop  human  resources.  It  means  that  the  performance  of  
productions  must  focus  on  the  promotion  of    human  resources  including  
marketing,  planning,  and  seeking markets . The major target groups are the 
community leaders.  
 
Figure 2.1 Three Basic Principles of OTOP 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Summarized by author. 
His policies are also seen as demand side and little more than a 
Keynesian-style economy. It speeded up the Thai economy from the 1997 
Asian financial crisis, considerably alleviating regional poverty. GDP 
increased from 4.9 trillion baht at the end of 2001 to 7.1 trillion baht at the 
end of 2006. Furthermore, between 2001 and 2005 nation-wide poverty was 
Three Basic Principles of OTOP 
 
 
Local yet 
Global 
 
 
Self-Reliance 
and 
Creativity 
Human Resource 
Development 
31 
 
reduced from 17.36 percent to 15.68 percent. International reserves doubled 
from US $ 30 billion in 2001 to US $ 64 billion in 2006.  
One  Tambon  One  Product  (OTOP)  was expected to  bring  about  
economic  growth  in  local  communities in  the  hope  that  it  would  
promote  jobs  with  secure  and  continuous  income  for  the  grassroots  
people  who  are  the  majority  group  in  the  countryside.  It  was  a  crucial  
and  urgent  part  of  policies  to  resolve  the  poverty problem. 
Approximately 1.5 million villagers are employed under the scheme (Srikaew 
and Baron, 2009, pp 123-138) . Apart from that, Natsuda (2011) studied  how 
the OTOP project in Thailand has developed and  what its effects have been. 
It was found that the scheme encourages the  establishment of new  
enterprises, and then increases employment for people, especially elder 
women, who might not  find jobs easily.  In addition, the OTOP project gives 
significant support in the form of adding market channels, in particular the 
OTOP city and the national trade fair. 
With reference to the people centered development strategy, it is usual 
to point out that the government should offer the poor opportunities for 
competitiveness in a market. Thus, it can be seen that in 2001, the government 
provided these opportunities to the poor, such as a village fund and a four-
year debt moratorium as well as the One Tambon One Product (OTOP). 
Theoretically, such policies may bring about some chances of 
entrepreneurship and a sense of autonomy (Torri, 2009:413-432). 
The beginning of the OTOP program was also a tool of politically attractive 
credit.   
Characteristics of the OTOP project 
One Tambon One Product concentrates on support rather than subsidy. 
The Thai government doesn‟t focus on subsidy to local people because they 
don‟t want to undermine self– reliance in a community. So, the assistance 
32 
 
comes primarily through the government offer of modern techniques to enrich 
the production of products to provide added value. Moreover, the government 
strongly supports the community advertising and marketing. 
 The government activities for One Tambon One Product are as follows: 
 1) To produce high quality products to sell in domestic and 
international markets. 
 2) To encourage grassroots work and brain storming. 
 3) To develop human resources. 
 
2.2 The significant steps in the OTOP procedures have included 
 1)  Supporting group management comprised of a committee, a leader, 
and other related members participating to plan their objectives. 
  2)  Facilitating the community group with the government sector in 
terms of product development, marketing, training, and the OTOP product 
champion project. 
 3)  Supporting financial management through  the sale of bonds. In 
addition, the group may earn external financial support from other sources, 
such as local government, the Department of Industrial Promotion, etc. 
 4) Enhancing significant learning in a community. In addition, the 
OTOP program may identify potential OTOP producers and help develop 
community enterprises into small and medium-size enterprises at a later stage. 
   The policy rationales, objective goals, and strategies of OTOP are 
briefly described as follows:  
1) Policy Rationale 
Establishment of employment and income for villagers in the local 
community. 
Creation of self-reliance in the local community. 
Promotion of traditional knowledge and local resource. 
Support for human resource and human capability development. 
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Encouragement to create and innovate local communities, in particular. 
2) Strategies 
Using traditional wisdom, local workers, and resources to produce 
distinctive and unique local products. 
Producing goods that are not harmful to the environment. 
Promotion of local and regional economic development. 
Creation of  a strong network of professional associations.  
Emphasis on collaboration between central and local government 
institutions. 
 
2.3 OTOP logos 
 Figure I illustrates OTOP logos created by the Department of Export 
Promotion (http://cddcenter.cdd.go.th retrieved on October10, 2011 ). It is a 
symbol granted  the OTOP Committee to show  that the goods produced in 
the villages have attained a  high standard.  It is also provided to demonstrate 
their great potential for export. These days, the logo has been changed as 
presented in figure 2.2  
  Figure 2.2  Original logo             Figure 2.3 Present logo  
 
       
   
 
 
 
Source: retrieved October,8,2012,from cdd.go.th      
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2.4 OTOP management   
OTOP management has many steps to reach its objectives. 
 First, the local administration level mainly organizes public hearings to 
select high quality products that are compatible with local wisdom, materials, 
and the local community. 
 Second, a middle regional administration department takes 
responsibility for ranking the top quality products selected from the first step. 
 Third, a top central administration department in a province, a  
subcommittee of One Tambon One Product takes responsibility mainly on 
ranking the quality products chosen by a middle regional administration 
office. The department also integrates working plans and budgets to provide 
financial support. 
 Finally, the central senior committee is responsible for setting a policy, 
strategy, and principle plan to implement the One Tambon One Product 
project. such as specific regulations for selection of products and making a list 
of the products. Then, the plan is submitted to a cabinet to authorize the 
budget. 
The following details are included in the operation. 
Step 1 Starting/publicity  
At the first step, a public meeting is held between government officials and 
the people, and also firms to reach more understanding about the OTOP 
project. 
Step 2  Thai government publication of the policy  
The government launches a publicity campaign about the principles and 
philosophy of the project. 
Step 3 Setting up a position operating committee at the provincial, 
ampher, and district level. 
Step 4  Setting the plan 
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There are a number of committees under the OTOP National Administrative 
Committee and their functions are as follows:  
1. Management subcommittee 
 Coordinates plans and strategies with the OTOP National 
Administrative Committee. 
 Collaborates with related authorities to implement the set 
plan and budget. 
 Fosters the OTOP database and establishes an information 
system with relevant agencies in the OTOP project. 
 Provides for monitoring and appraisal. 
2. Marketing subcommittee 
 Sets up marketing policies, action plans, and marketing 
strategies including distribution channels, such as 
domestic and international outlets 
 Enforces OTOP products‟ intellectual property rights 
3. Production promotion subcommittee 
 Develops use of local resources for factor inputs  for 
production 
4. Product standard and quality development subcommittee 
 Develops and provides guidelines for the producers to 
create advertising 
 Encourages the producers to create an advertising 
campaign in support of product standards and quality  
5. Regional and provincial subcommittee 
 Establishes policies and plans for the strengthening of 
local communities 
 Fosters networks among local communities to increase 
OTOP producer‟s competitiveness 
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 Enriches OTOP producer‟s knowledge, skills and 
expertise 
 As mentioned above, the OTOP subcommittees perform a variety of 
functions. The two prominent strategies for marketing OTOP products are the 
OTOP-branding strategy and web-based market. 
 
Figure 2.4 Administrative Structure and Committees in Thailand 
 
 
 
 
 
 
 
 
Source: Summarized by author.  
Note that the Board of the National Committee of the OTOP project is 
accountable to the National OTOP framework. The first president of this 
Board was Deputy Prime Minister Dr. Somkid Jatusripita. (www.cdd.go.th 
retrieved on October10, 2010). The major idea of this framework was to 
organize the formation of the selection for the OTOP Product Champion 
(OPC). Furthermore, it strongly supports the potential OTOP producers to be 
local exporters. The four determining factors of this framework are as 
follows: 
1) Using brand equity to promote exportable products 
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2) Controlling the standardization of the products 
3) Strongly supporting the OTOP firm to produce continuously 
with the consistent quality  
    4) Creating attractive products 
The OTOP project was established as a government-community 
partnership. The government supplies only technical but not financial aid.
 OTOP also pool the common principles of the OVOP movement 
including, local and  global-self-reliance and creativity as well as human 
resource development. 
 
2.5 Number of OTOP registered in 2003 and2010 in Thailand 
The introduction of the One Tambon One Product (OTOP) policy was 
an effort to encourage the rural people in every Tambon, or sub-district to join 
together and develop a product that represents the local wisdom and culture of 
the community. Therefore, it contributes additional income to local people 
during their free time. 
Since there are several types of OTOP scheme, currently these products are 
classified by the government agencies into five categories as follow (Source: 
retrieved October,8,2012,from http://cddcenter.cdd.go.th): 
      1.  Food 
2. Beverages 
3. Textiles 
4. Crafts and souvenirs 
5. Herbal products 
 
 
 
 
. 
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Table 2.1 Number of OTOP registered in 2003 and 2010 classified by types 
Year Food Textiles Crafts Beverages Herbs Total 
2003 1,878 1,671 2,279 644 460 6,932 
2010 2,690 3,577 3,463 441 570 1,0741 
 
Source: retrieved October,28,2011,from http:// www.thaitambon.com  
and calculated by author 
According to the number of OTOP firms, crafts was the highest in 
number both in the year 2003 and 2010 as shown in table 2.1 and figure 2.4 
 
Figure 2.5 Number of OTOP registered in 2003 and 2010 classified by types 
 
Source: Created by author 
. 
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2.6 Economic Theory and Brand Agriculture 
   This section describes market structure and price elasticity involved in 
OTOP products. 
   2.6.1 Market structure 
In traditional economic theory, economists classify sellers‟ markets into 
four different types. These are pure competition, pure monopoly, 
monopolistic competition, and oligopoly (Pindyck, 2009:349-446).  
Agricultural goods  generally meet the conditions of the pure competition 
market  in which there are  a lot of firms selling a  product that is very much 
like  another product. This condition gives rise to each one acting as a price 
taker. A community firm that produces some products without a brand is  
classified in the  perfect competitive market structure . Both demand and 
supply of a market determine a price and quantity equilibrium. Producers in 
this kind of market structure obtain normal profits. In considering their logos, 
consumers might the differentiable the products. As a result, the enterprise 
could set a price over their marginal costs. 
   2.6.2 Demand Elasticity and Total Revenue 
We know that when the price of goods changes, the quantity demand 
will alter too according to the law of demand. Meanwhile, the OTOP 
producers would like to increase the products‟ prices; demand for these 
products will decrease at the much higher rate. From table 2.5 we can see that 
most OTOP products are crafts that are not necessary for daily consumption. 
The second highest is traditional textiles which we also wear on the special 
occasion.  
Moreover, Fujioka (2006) claimed that the natural input available in 
Thailand related to the topography. Therefore, the price elasticity of these 
goods are lower than 1 or inelastic due to the lack of necessity and the 
similarity of the products.    
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With regard to total revenue, it equals the price multiplied by quantity 
demand. Thus, revenue is affected by the changing of the price.  If you are an 
OTOP producer, you will want to know how you use pricing strategies to 
make a higher income. The following mathematical procedure shows that 
when a price is lower than before, it makes the demand of this product 
increase. If the rate of increase in the demand is higher than the rate of 
reduction of the price or the absolute price elasticity )(PE is more than 1, it 
will increase the total revenue. In contrast, if the rate of increase of demand is 
lower than the rate of decline in prices or the absolute price elasticity )(PE   is 
less than1, it will decrease the total revenue.  
It can be proved as follows: 
TR =  PQ 
dQ
dP
Q
dP
dP
 .  
          =  P 
dQ
dP
 + Q 
          =  Q
P
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          =  Q 1. .
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 
          =  Q(1 - E P( ) ) 
The following is the relationship between the effect of a price and price 
elasticity and revenue in brief. 
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Table 2.2 The relationship between the effect of a price on price elasticity and 
revenue 
Price )(PE    <  1 )(PE    =  1 )(PE    >  1 
Decrease Revenue decrease 
No change in 
Revenue 
Revenue increase 
Increase Revenue increase 
No change in 
Revenue 
Revenue decrease 
 
Source: Mukhjang, 1994. 
As described above, it is difficult for the OTOP producers to increase 
the prices of their goods even if the costs of production increase. Thus, they 
must try to produce the differentiated products to make the price elasticity 
higher to more than 1. Meanwhile, OVOP and OTOP brands might  
contribute to special a brand of  local products. So, interested consumers 
might perceive the distinctive of products that lead to some market power as 
they are in the competitive monopolistic market. Products with close 
substitutes  generally have more elastic demand than those that aren‟t because 
consumers could change from those items to others.(Mankiew, 2008:89)  To 
illustrate, rice chips produced in Sukhothai and Phitsanulok province are 
completely substitutable. A small increase in the price of a rice chip in the 
first province, assuming the price in the latter place is held fixed, results in the 
quantity of rice chips in Sukhothai sold to decline dramatically. 
 Sugar palm juice, on the contrary, is a special kind of beverage without 
a close substitute; the demand for this juice is less elastic than the demand for 
rice chips. 
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 Where as essentials, such as rice have an inelastic demand because 
consumers can scarcely avoid buying them, luxuries, such as crafts tend to 
have more elastic demand. 
The use of the logo OVOP and OTOP label on the products is the significant 
strategy leading to some monopolistic competition market as it seems to 
differentiate the products in the consumers‟ perception. 
 
2.7 Classification of the product quality from 1 star to 5 stars. 
  Since 2003, the National OTOP board has mainly focused on the  
quality and standard of the products. The OTOP groups that would like to 
take part in the OTOP product champion contest (OPC) must obtain the   
standard product community certificate, especially for food and drinks. 
 There are two main criteria for the OPC contest including general 
criteria and specific criteria emphasize on three aspects: production and 
community strength, product feature, and  product standard.  These aspects 
account for 40, 30, and 30 marks, respectively, and thus the total scores is 
100. 
 Each OTOP producer who would like to participate in the contest must 
select only one product to submit in a year. 
 The general measure for the competition is focused upon the two main 
criteria: quality and marketing. 
1.)The product can be exported and has  a brand quality 
2.)The production remains sustainable with stable quality 
3.)The product supplies customers with pleasure 
4.)The product has an impressive background story 
 There are several official steps to grade the product in the contest. 
Initially, the local authority give a mark of up to 30 points for product quality. 
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 Next, the committee considers the period of group activities and the 
marketing capability measured by the number of market channels. The score 
is awarded up to 30 points. Lastly, up to 40 points are granted at the national 
level by using the identical criteria of quality and marketing. 
 The product that is given more than 90 points will be awarded a five-
star certificate (see table 2.1) 
 
Table 2.3 OTOP ranking system  
OTOP ranking system Criteria 
       1  star  less  than  50  
points 
Needs to try harder to develop 
       2  stars  50-69  points Able to attain 3 stars, periodically assessed 
       3  stars  70-79  points Typical quality, able to reach 4 stars upon 
improvement 
       4  stars  80-89  points Exportable upon improvement, nationally  
well know 
       5  stars  at  least  90  
points 
Exportable, good quality 
 
Source:   retrieved October,2,2010,from http:// www.thaitambon.com  
 
 
 
 
 
. 
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Table 2.4 Number of OTO  Products  receiving star awards in 2004 
 
Source: retrieved October,2,2010,from http:// www.thaitambon.com  
and calculated by author 
With regards to table 2.4, it shows that the three star award products 
were the highest in number in 2004. 
 
 
 
 
. 
  Types of OTOP       
Region 
3 stars 4  stars 5 stars Total 
North 
1096 
(68.97%) 
396 
(24.92%) 
97 
(6.10%) 
1589 
(100%) 
Central 
1628 
(58.35%) 
891 
(31.94%) 
271 
(9.71%) 
2790 
(100%) 
Northeast 
 
1849 
(72.45%) 
581 
(22.77%) 
122 
(4.78%) 
2552 
(100%) 
 
South 
462 
(60.95%) 
231 
(30.47%) 
65 
(8.58%) 
758 
(100%) 
Total 5035 2099 555 7689 
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Table 2.5 Number of OTOP products receiving star awards in 2010 
 
Source: retrieved October,2,2010,from http:// www.thaitambon.com  
and calculated by author 
According to Table 2.5, the five star award products were the highest in 
number in 2010  in every region in Thailand. 
 
 
 
 
. 
 Types of OTOP       
Region 
3 stars 4  stars 5 stars Total 
North 
599 
(35.40%) 
768 
(45.39%) 
325 
(19.21%) 
1692 
(100%) 
Central 
861 
(12.93%) 
1082 
(16.25%) 
4717 
(70.83%) 
  6660 
(100%) 
Northeast 
 
1060 
(39.69%) 
1180 
(44.18%) 
431 
(16.14%) 
2671 
(100%) 
South 
285 
(31.42%) 
433 
(47.74%) 
189 
(20.84%) 
907 
(100%) 
Total 2085 3463 5662 11210 
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Figure 2.6  Comparison of the  number of star award products in 2004 and 
2010 
 
Source: Created by author 
Figure 2.5 presents a comparison of the number of star award products 
in 2004 and 2010. While the five star award products were the highest in 
number in 2010, the three star award products were the highest in number in 
2004. 
 With the exceptional of the OTOP brand,   the classification of the 
product ‟s quality from 1 star to 5 stars  emphasizes  the emergence of the 
monopolistic competition market for agricultural products. It means that 
OTOP groups will have some power to set the price of their goods due to the 
differentiated products. Fujita (2006) also paid attention to OVOP brand 
values as "brand agriculture” using the spatial economics and endogenous 
growth theory framework. He focused on the two uniquely Japanese schemes: 
the OVOP and Michino Eki (Roadside Stations) because they were significant 
potential measures for bridging the gap between urban and rural regions.  
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 The stars awarded are mainly pertinent to financial support in the form 
of capital goods and other advantages. For example, four-star and five star 
products have a high opportunity to participate in the domestic and 
international fairs arranged by the government organization,  to engaged in 
training abroad  and to access bank loans. 
 As mentioned above, the great significance of strategies from the Thai 
government‟s focus on the supply side. On the demand side, the national fairs 
and other trade for OTOP sales encourage the customers attracted by the 
varieties products as shown in the table 2.4. 
Table 2.6   Important events during 2002-2013 
Year Important   Events 
2002 One Tambon One Product Exhibition. 
Wine Festival, Thailand. 
New Year Festival One Tambon One Product 
2003 Coop-OTOP Fair 03 
OTOP Product Champion 
The International Intellectual Thailand OTOP 
Exhibition and Sale of the One Tambon One Product, Central 
Thailand. 
Work with the Village. Industry and Textiles, Thailand 2 
The Ultimate One Tambon One Product Exhibition 
In Search of Excellence OTOP Thailand Exhibition 
OTOP Exhibition on Thailand 
New Year Festival. (New Year 2003) 
OTOP City 
2004 Coop-OTOP Fair 04 
OTOP-SME-BOI: Made in Thailand 
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(Continued) 
Year Important   Events 
2004 Exhibition and Sale of OTOP Goods at Amarin Plaza 
Thammasat Development Work, Grassroots OTOP 
The Ultimate OTOP Thai Region, Ambassador City, Durban City 
KBANK-OTOP Info Center 
OTOP Products and Exhibition, Flower City 
OTOP Products and Exhibition, Work with Village Industries, 
Thailand . 
OTOP City 2 
2005 Thailand the Heart to the Victims, Tsunami 
Furniture and Exhibitions  
OTOP to the World 2005 
OTOP Grand Sale 2005 
Orient Thai OTOP & SME 
2006 The Best OTOP Thailand, Year 2006 
Shin Grand Sales 2 
OTOP to the World 2006 
Provincial Star OTOP and OTOP Village Champion 
The Best of OTOP 
Randomly with One District One Product (OPC)  
 Gift Expo Furniture (BIG & BIH) 
OTOP City 4 
2007 The farmers and cooperatives Thailand. Unity for Honor 
OTOP to the World 2007 
OTOP Mid Year and OTOP Select 2007. 
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(Continued) 
Year Important   Events 
2007 The products OTOP,  Thammasat University Rangsit Campus 
Gift Expo, Home Decoration (BIG & BIH) 
Made in Thailand 2007 
2008 Community and the Local OTOP Products Exhibition of Wisdom 
Thailand 
BIG & BIH (Bangkok International Gift & Houseware Fair)  
April 2008 
Exhibition Confident Thailand  
Made in Thailand, Special, 2008 
Bangkok International Gift Fair and Bangkok International House 
ware Fair  
2009 OTOP Festival in the City 2009 
Develop an Exhibition Match, Product OTOP 
Best of OTOP, 5
th
  Nonthaburi  
OTOP of the Land 
KBO Contest 2009 
Made in Thailand 2009 
2010 OTOP Nonthaburi 
OTOP Mid Year 2010 
OTOP City 2010 
2011 Exhibition Products, Bangkok 2011 
The 1st Regional OTOP (Surin) 
BIG & BIH 
The OTOP Region 2 (Saraburi) 
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(Continued) 
Year Important   Events 
2011 The 3rd Regional OTOP (Rai) 
The First decade of the civilized OTOP wisdom. Art of the earth. 
OTOP is the No. 4 (Krabi). 
The Arts & Crafts Lamp with Thailand OTOP Progress Anthem 
Work Wonders OTOP Shopping Delight. 
OTOP Mid Year 2012 
OTOP City 2012 
 
Source: retrieved October,2,2012,from http:// www.thaitambon.com  
and summarized by author 
  We can say that OTOP is one of the prominent grassroots projects to 
cope with hardship. These policies have made Dr.Thaksin Shinawatra,the 
former prime minister  more popular than other politicians. For instance, after 
the first four years of appointment as Prime Minister, his populist Thai Rak 
Thai party gained a landslide re-election victory.  
One Tambon One Product is a superior project which creates many 
kinds of products. The project consists of marketing, production, 
management, and technology application in production. Consequently, the 
economy in the communities and the rural areas has highly developed and 
their standard of living sharply increased. Furthermore, the project 
concentrates on using local resources to produce goods and services.  
 As mentioned in the first section, let‟s me summarize as presented in 
the table 2.7  
 
. 
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Table 2.7  Evolution of OTOP project in Thailand 
Year                                                    Major activities 
2001 -Former Prime Ministe Thaksin Shinawatra visited OITA to see 
the OVOP movement 
-He declared a policy of One Tambon One Product in the meeting 
at the Government house 
-The National One Tambon One Product committee 2001 was 
legislated. Deputy Prime Minister Dr. Somkid Jatusripitak was the 
chairman of the committee. 
-The management system of the OTOP project is a ministerial 
integration. 
2002 Producers registered their exceptional products 
2003 -The Minister of Finance, one of the national One Tambon One 
Product Committee established the campaign called “OTOP 
product Champion: OPC.” Its main purpose was to support the 
potential OTOP producers to be local exporters. 
-The national committee introduced the OTOP mid year sale and 
OTOP city twice a year in August and December at Impact Hall 
near Bangkok. 
2004 The national committee launched the campaign “the quality of 
product and standard for productivity.” –Smart OTOP and OTOP 
premium  
2007 -Establishing the knowledge Base OTOP: KBO. There are 76 networks. 
Its major objective is to distribute their products domestically. 
-The Community Development Department under the Ministry of 
Interior lunched the OTOP village project to promote tourism: OTOP 
Village Champion (OVC). 
. 
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(Continued) 
Year                                                    Major activities 
2008 -Encouraging entrepreneurship 
-The government provided the marketing campaign and business 
plan for OTOP entrepreneurs who wanted training to become the 
professional business men. 
2009 -The National Committee initiated a young OTOP Camp ( YOC). 
2011 -The National Committee created OTOP delivery and OTOP 
Mobile to the Factory. 
2012 -The  National Committee setup the new project OTOP and 
upgraded the standards of OTOP producers and OTOP products. 
About 33,000 registered as OTOP entrepreneurs with 
approximately 500 OTOP firms anticipated to be facilitated by this 
scheme in the search of market development (National News 
Bureau of Thailand, 2012). 
 
 Source: Summarized  by  author 
 
2. 8  Previous Studies  
There are a number of studies on the Japanese OVOP because over the 
years OVOP has grown more and more to become an internationally 
recognized regional development approach. I would like to classify the 
studies into two different types.  
The first kind of study focused on Japanese study about the OVOP 
approach in Japan and other countries. For instance, Igusa (2008) presented 
that the Oita model has been actively applied to a number of Asian countries 
including Thailand, Cambodia, Indonesia, and Malaysia. 
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 Kurokawa (2008) argued that the OVOP movement, a local development 
strategy, inspired many developing countries. However, there were some 
significant differences between the first OVOP and the derivative overseas 
OVOPs.  
Studying Japan‟s National Development Plans from 1960s to 1990s, 
Yoshimura (2004)  said that  the most  pivotal OVOP characteristics were to 
actively encourage  community-oriented economics and  interested industries  
by employing  special local resources such as tangible and intangible items. In 
addition, Hayashi (2007) agreed with  the crucial role of community on the 
success of regional development policy. He also pointed to the influential 
agglomeration, clusters, and innovative environment.  
 Haraguchi (2008) claimed that from an economic perspective, the 
effectiveness of the OVOP movement  can be seen  from the concept of 
product differentiation. The prosperous OVOP producers tend to appreciate 
this point. So they work hard to develop their products and make more 
differentiable items for a higher profit. Fujioka (2006) described the 
distinction between OTOP and OVOP as follows. The pre-conditions are 
distinctive because they have political, institutional, and socioeconomic 
contexts. While OVOP was introduced by the Oita prefecture, OTOP is a 
project launched and supported by the central government. Drawing attention 
to the principle of human resource development, the OVOP movement has 
provided the OVOP School-a two year training course for  enhancing the 
leadership development.  The OTOP project, on the other hand has supplied a 
short-term basis training course, especially one day lecture or study visit to 
other groups. In addition, there is the diversity of local products in OVOP  
following the topography. In case of OTOP, the natural inputs available in 
Thailand are quite similar. 
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Yoshimura(2004) claimed that the role of the local government 
contribute to the local development of Oita as follows: first, human resource 
development assistance; second, product development suggestions; third,  
management advice;  and fourth, marketing seeking and distribution channels. 
In a 2009 paper Suvaroj Kemavuthanon and Joanne Duberley 
investigated the role of leadership in the OTOP organizations in Thailand.  
The study utilized two important qualitative methods of data collection 
including in-depth semi-structured interviews and a focus group. The results 
and analysis presented that there were three levels of leadership process the 
benefits to oneself, the benefits to others, and mutual benefits. More 
importantly, it suggested that philanthropy” and “thinking beyond self-
interest” were the significant behaviors of leadership that make other people  
like to follow a leaders' path. 
 Prayukvong (2005) studied the development process and the 
significant success factors in the three community enterprises adopting a 
Buddhist economic philosophy. It was found that the factors are as follow: 
good thinking, correct understanding, and correct thought. Economically 
efficient activities were developed through the use of an external factor:  a 
„good friend‟, comparable with social capital, and an internal factor: the 
employment of analytical thinking by members, comparable to the use of 
human capital. Neither factor can be created from physical capital but is 
derived from the process of learning and reviewing. 
From his research survey conducted in  Khon Kaen and Nakhon 
Rachasima province in Thailand, Takashi (2008) found that regarding 
amount of sales, OTOP‟s revenue has kept on increasing. This is because of 
two reasons.  One is the increase of Tambon and another is rapid government 
certification in year 2003. It is difficult to analyze cost performance. Thai 
farmers prefer working as a small family to a big group unless they find 
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obvious profit from working as a group. From asking the leaders “What is 
the goal?” almost half of them answered that their goal was to improve their 
family finances. In terms of development relationship, most of both leaders 
and members feel that the OTOP project itself enhances good relationships. 
Mukhjang (2011) noted that development is the main challenge 
confronted with the world‟s nations. The primary objective of development is 
to enhance the quality of life but the preceding development process with the 
use of the striking technological revolutions and the modernization of 
extraction industries have not resulted in well-being of people everywhere. In 
addition, it has also brought some negative effects, such as the concentration 
of benefits on the urban population. Both Japan and Thailand eventually have 
revised their development strategy from focusing on economic growth to 
endogenous development in parallel with the market economy. In her  paper, 
Mukhjang proposed that a virtuous circle for the community-driven 
development of a local area is accomplished through a process whereby the 
enormous strength of endogenous factors in a region play a crucial role. 
Lately, the One Product One Village movement has drawn attention from 
many countries as an invaluable local revitalization scheme, including in  
Thailand. Even though the OTOP program was drafted mainly from OVOP, 
there were some significant differences due to the stage of development, 
especially in decentralization and corporate cultures. The Thai governments 
have thrown their weight behind the scheme not only on the supply side but 
also on the demand side. With the exceptional brand agriculture strategy and 
Web-based marketing, OTOP in Thailand is viewed as a successful program. 
In a 2011 paper,  Nasuda and  Igusa and others reported on a study of  how 
the OTOP project in Thailand has developed and  what its effects have been. 
It was found that the scheme encourages the  establishment of  new  
enterprises, and then increases employment for people, especially elder 
56 
 
women, who might not  find jobs easily.  In addition, the OTOP project gives 
significant support in the form of adding  market channels, in particular the 
OTOP city and the national trade fair.  
Piraisub and  Kumpran ( 2006)  conducted  research entitled 
“Strengthen Community Creative Procedure Empower to Community: One 
Tambon One Product.”  The results of their studies were as follow, First, the 
principle of OTOP operation is a development program that incorporates 
groups of people to operate community enterprises. In addition, some 
government organizations readily assist them through budget planning and 
also human resources. Certainly, it is seen that OTOP is the operation of the   
government sector together with a community. The main objectives are to 
stimulate these groups to establish supplementary jobs for earning some 
money in their free time. The performance enhances close cooperation in the 
community. We can see that the human network is the most powerful.  OTOP 
is a significant factor in strengthening the community and creating self 
reliance. 
   Boonchalernpol( 2008) conducted a qualitative research study entitled   
“The Feasibility of Community Capitalism: A Case Study of Coconut Shell 
Handicrafts.” From his research, he concluded that there is a very high 
possibility of success in running the coconut shell handicraft business with 
these crucial strategies as follows: high quality products, high mental quality 
personnel, and high bargaining power. 
Drawing attention to OTOP‟s significant effects on  local development in 
Mindanao in the Philippines,  Cutaran (2008)  stated that it generated  jobs  
and  income for the people in this town. It developed local wisdom, talent, 
and creativity through realizing regional pride which led to increased 
indigenous products.  However, the successful OTOP movement in Mindanao 
depended largely on the government policy. It is reaping its glory through the 
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accomplishments gained although there is need for a continued effort to 
influence other regions in Mindanao to go the extra mile to face better 
development. Further, the collaboration of the key support players must be 
maintained in spite of changes in the political leadership. Cutaran also noted 
that addressing the crisis of visionary leadership and eventually its application 
on the movement should be taken into serious consideration. 
 Claymone  concluded that (2012) most of rural people produce the 
products during the free time of their main job. The development of OTOP 
projects largely depends on the political situation in Thailand. 
 Jaiborisudhi (2012) focused on the consistent and limit on Thai 
community identity and the OVOP concept.  
 Wongul (2002:57-58) claimed that the Thai state began to concentrate 
on the community enterprise policy by launching the OTOP project because 
they wanted to gain the political interest. It was only the application of 
capitalism to the community enterprise. Then it might bring them to be in part 
of capitalism economics. 
From the point of view of Natsupha (2002)  the OTOP project is the 
government policy that aims to raise the community to be another firm unit 
beside the private business firm, and it might have the high potential to 
develop continuously.  
 He said that Thailand should establish its own economic philosophy 
based on the community. Additionally, he also concluded that the Thai 
economy has gradually evolved from the sufficient economy to which mostly 
depends one‟s own to an economy that depends on the domestic and 
international market. They help each other in producing in the rice field 
without a payment in cash This section is divided into two topics which are 
the history of the OVOP movement  and  a comparison of OVOP in Japan and 
OTOP in Thailand In additionTakanashi(2009) conducted the research survey 
58 
 
in Khon Kaen and Nakhon Rachasima .Regarding to amount of sales, 
OTOP‟s revenue has kept on increasing Thai is because of two reasons , one 
was increase of Tambam and another is rapid government certification. Thai 
farmers prefer working as a small family to a big group unless they find 
obvious profit from working as a group. From question to leaders “what is the 
goal?” almost half of them answered that their goal is to improve their family 
finances. In term of development relationship. Most of both leaders and 
members feel the development in their relationship after participation OTOP, 
and it is obvious that OTOP project itself enhances good relationship 
In term of economic effect of OTOP project, this research used profit function 
to find quantity of production that cause in profit maximization. It is the 
principle of Neo- classical. 
 
2.9  The history of the OVOP movement    
   In 1961, Yahata Harumi introduced the Palm and Chestnut Movement 
or New Palm and Chestnut (NPC) instead of increasing in rice production and 
other fruits to boost the income of the people.(Yamagami, 2011). Oyama is 
called the origin of OVOP (Sakai, nd). 
   In 1975, Dr Hiramatsu returned to his hometown of Oita  in the 
position of  Vice Governor. He visited all corners of the prefecture to acquire 
information about local development.   He realized that people in this 
prefecture lacked motivation. Most young people left the prefecture to go to 
work in the industrial cities because it was the era of  super growth in Japan‟s 
economy (United Nations,1993 Library on Transnational Corporations, 
p147). Oita experienced the problem of depopulation (Kurokawa, 2010)  
Then, he begin to think carefully of endowing Oita with a more positive 
public image. Luckily, he found three interesting examples: the New Plum 
and Chestnut in OYAMA town, Hiramatsu village‟s kuruma prawn industry. 
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and environmentalist tourism in Yufuin (Matsui,2011). Consequently, he had 
the  powerful idea of encouraging  the towns in the prefecture to compete with 
each other  for  their success through product identity.  He believed strongly 
that this strategy might cause people take greater pride in their communities 
and then stop moving from their hometown. 
The OVOP is a “movement,” not a “scheme “or a” project,”  Dr. 
Hiramatsu emphasized (interview on October 20, 2009). 
The prefectural government employed several schemes to promote the 
success of this movement, especially the OVOP school. He actively  
supported this movement for 24 years until he retired from the Oita 
governorship. After his retirement, Dr. Hiramatsu established the nonprofit 
organization Oita OVOP International Exchange Promotion Committee to 
facilitate exchange activities with many countries in Asia and Africa which 
adopted an OVOP approach. He has been the president of this organization 
since then. 
 
 
 
 
 
 
 
 
 
. 
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Table 2.8  Income per capita in Prefecture on  Kyushu Island in Japan during 
1975-2002 
Year 
Prefecture 
1975 1980 1985 1990 1995 1998 1999 2000 2002 
Fukuoka 
Saga. 
Nagasaki. 
Kunmamoto 
Oita. 
Miyazaki. 
Kagoshima 
Kyushu avg. 
National 
avg. 
1,043 
927 
838 
937 
870 
815 
802 
925 
1,118 
1,663 
1,473 
1,261 
1,452 
1,405 
1,266 
1,265 
1,455 
1,709 
1,918 
1,757 
1,616 
1,834 
1,736 
1,537 
1,617 
1,767 
2,205 
2,540 
2,225 
2,099 
2,243 
2,387 
2,146 
2,064 
2,313 
2,916 
2,696 
2,524 
2,310 
2,437 
2,665 
2,394 
2,232 
2,513 
3,103 
2,772 
2,564 
2,344 
2,460 
2,757 
2,570 
2,300 
2,585 
3,110 
2,699 
2,610 
2,302 
2,458 
2,717 
2,292 
2,298 
2,553 
3,061 
2,718 
2,560 
2,328 
2,570 
2,798 
2,651 
2,340 
2,594 
3,074 
2,605 
2,448 
2,256 
2,444 
2,585 
2,445 
2,246 
2,470 
2,916 
 
Source:  Annual report on prefectural economic data cited in Matsui. 
In 1999,  the per capita income in Oita prefecture  became relatively the 
highest in Kyushu, higher than Fukuoka prefecture which is classified as 
urban. It was more than three times compared to that in 1975. 
  Dr. Hiramatsu was honored with the Ramon Magsaysay award  in the 
field of politics and government administration as the OVOP movement had 
created sustainable development in Oita Prefecture. 
The OVOP movement is called Is son  I ppin  undo in Japanese. It is a 
prefectural government policy that was formally introduced in Oita Prefecture 
in Japan in 1979 and formally ended in 2003 (Murayama, nd).  
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 Prime Minister Koizumi  announced “Development Initiative for Trade 
on the occasion of the WTO Hong Kong Ministerial Conference held in 
December 2005. Since 2006, the One Village, One Product Market campaigns 
have provided the shops for the  particular goods from developing countries 
that adopt an OVOP approach.  They are managed by METI and JETRO. 
These shops are being operated in the international airports in both Narita and 
Kansai. The profits contribute to production in the developing countries 
through importers. It is also expected that they will enhance the export 
capability of these developing countries. 
  Prof. Jeffrey Sachs of Colombia University officially informed the staff 
of this organization that  “this campaign is a meaningful policy for developing 
countries.” Furthermore,  many appreciative messages from the government 
leaders of developing countries have been received. (retrieved  October15, 
2010,from 
http://www.meti.go.jp/english/policy/external_economy/trade/OVOP/index1.
html) 
As mentioned earlier, we can conclude that the Japanese national 
government has continuously viewed the OVOP concept as a foreign aid 
strategy. Interestingly, the OVOP scheme has developed although the policy 
ended when the new government came into the position in 2003. It is 
spreading within Japan and throughout Asia and Africa and South America 
continent. 
 Governor Hiramatsu said in a speech that “The prefectural government 
will help those who help themselves” and “The movement was not the 
prefecture-led development policy.”  He said he would   “… not provide 
money capital to the villagers”  (Interview on October20, 2009). So, the 
community members must take part in the movement.  
. 
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2.10 A comparison of OVOP in Japan and OTOP in Thailand 
The purpose of this section is a comparative analysis of the OVOP 
movement and the OTOP project. It could generate a better understanding of 
the circumstances. 
1) Local Authorities in Japan and Thailand 
Japan has three levels of government: national, prefectural, and 
municipal.   Local government is two tiered:  prefectures serving wider areas 
and municipalities providing local services. There are 47 prefectures in Japan.    
Most of the prefectures are called ken  in Japanese; for instance, Kanagawa 
Prefecture would be called Kanagawa-ken. There are four exceptions: Osaka-
fu, Kyoto-fu, Hokkaido, and Tokyo-to.  In other words, the prefectures are 
collectively referred to as to-do-fu-ken. 
   Each prefecture consists of numerous municipalities.  Both prefectures 
and municipalities vary greatly in terms of population.  For example, there are 
212 municipalities in Hokkaido Prefecture and 52 municipalities in Okinawa 
Prefecture. Japan‟s 47 prefectures range in population from Tokyo Metropolis 
(Tokyo-to) with more than 12 million, to Tottori Prefecture (Tottori-ken) with 
just 610,000. There are four types of municipalities in Japan: cities, towns, 
villages and special wards (the ku of Tokyo) as shown in Table  2. 6.  Villages 
or mura  are the smallest type of municipality in Japan . 
 
 
 
 
 
 
. 
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Table 2.9  Number of Local Authorities in Japan by Type  
Type Number 
1. Prefecture( to-do-fu-ken) 47 
2.Municipal 
city municipalities 
town and village municipalities 
special wards 
3,123 
695 
2,405 
23 
Total 3,170 
 
Source: National  Authority of Japan 
Table 2.10  Number of Local Authorities in Thailand by Type  
Type Number 
PAOs 75 
Thesaban (municipalities) 1,162 
Thesaban Nakhon (city municipalities) 
Thesaban Mueang (town municipalities) 
Thesaban Tambon (subdistrict 
municipalities) 
22 
120 
1,020 
 
 
. 
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(Continued) 
Type Number 
TAOs 6,616 
Special municipalities  2 
Bangkok Metropolitan Administration (BMA) 
City of Pattaya 
1 
1 
Total 7,855 
 
Source: Retrieved  February 13, 2010 from http:// www.thailocaladmin.go.th   
and compiled by author  
The introduction of the One Tambon One Product (OTOP) policy was 
an effort to encourage the rural people in every Tambon, or sub district to join 
together and develop a product that represents the  local wisdom and culture 
of the community. Therefore, it contributes additional income to local people 
during their free time. Theoretically, such kinds of policies may bring about 
some chances of entrepreneurship and a sense of autonomy. The beginning of 
the OTOP program was also a tool of politically attractive credit.  
Jaiborisudhi (2010) claimed that “the government tries to have the project 
succeed rather than local communities sustainably developed”. 
As mentioned above, both the former Governor Hiramatsu and the ex-
Prime Minister Thaksin emphasized the need for community–based rural 
development to create balanced socio–economic development.  However,  
industrial development still pays a crucial role for Oita province and Thailand 
as well. 
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  We can say that OTOP is one of the prominent grassroots projects. It  
made Thaksin Shinawatra more popular than other politicians. For instance, 
after the first four years of appointment as Prime Minister, his populist Thai 
RakThai party gained a landslide re-election victory. 
    The OVOP movement has contributed substantially to sustainable 
development. It mainly focuses on social, economic, and ecological issues 
that are evident in its strategies and objectives. As many developing countries 
experience imbalanced socio-economic development, such as poor income 
distribution, unemployment, mass migration to the big city, and pollution;  
currently they adopt the OVOP philosophy and apply this policy for their 
countries. Due to the significant differences in the stage of development 
between Thailand and Japan, the implementation of  OVOP in these two 
countries is  not  entirely uniform even though both share basic principles and 
strategies. There is complete dissimilarity in the organizational management 
with the institutional set-up for the government support.  While the private 
sector, such as Tokiwa Department Store  contributes its own money to the  
“OVOP, Promotion Funds,”  the Thai government must grant the budget 
annually to the National OTOP Administrative Committee. 
   2) Activities in the OVOP movement 
Regarding to  the OVOP movement, the author list many activities as 
demonstrated in figure 2.7 
 
 
 
 
 
 
. 
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   Figure 2.7   Activities in the OVOP movement 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Summarized by author  
   Besides the prefectural government‟s role, the community members 
also carry out several activities to achieve the ultimate goal as shown in figure 
2.7 
 
 
 
. 
Activities 
List local material to produce mark table products  
Adding value to products   
Putting and sharing efforts to develop the products   
Meeting with the government agents and private  
  companies  
Market seeking: railway station road side station   
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Table 2.11   The implementation of the OVOP movement 
Year/ period Events Key activities  related to OVOP 
1960 It was a time of super 
growth in Japan 
- 
1961 Beginning of local 
development in Oyama 
town 
 
1964-1973 Dr. Hiramatsu worked as 
the Director of  
some government 
organization in Tokyo 
- 
1973-74 Director, General Affairs 
Division, Basic Industries 
Bureau,  
 Ministry of International 
Trade and Industry (MITI) 
- 
1975-1979 Dr. Hiramatsu was the Vice 
Governor of  Oita Prefecture 
-He went to Yufin and Oyama 
and Himeshima to acquire  some 
key information about local 
development. 
1979 Dr. Hiramatsu won the 
election to be the  Governor 
of   Oita Prefecture 
- He introduced the OVOP 
Movement policy. 
Policy establishment 
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(Continued) 
Year/ period Events Key activities  related to OVOP 
1979-2003 Dr. Hiramatsu was the Vice 
Governor  of  Oita 
Prefecture. 
 -He was elected to  be the 
Governor for  six terms 
-He continues to actively  
promote the OVOP 
Movement  
parallel with pursuing some 
large industrial companies  
to locate to this prefecture  
- Promotion of local self 
reliance, technical training, 
market seeking and  human 
resource development 
- Operation of Oita 
Prefecture boat 
- OVOP Craft Park 
- Community Tourism 
support 
- Promotion of local culture 
- Release of information to 
other regions in Japan.  
2000 Thai officials visited Oita 
Prefecture 
OTOP project was launched in 
Thailand and other countries 
2005 Oita OVOP  International 
Exchange Promotion 
Committee was established 
The Government of Japan 
supported initiating the 
"One Village, One Product" 
campaign in developing 
countries as part of the 
"Development Initiative for 
Trade" advocated by then-
Prime Minister Koizumi and 
-In February 2006, METI and 
JETRO 
 started this campaign, in 
collaboration with other 
organizations. 
-JICA 
-JABIC 
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(Continued) 
Year/ period Events Key activities  related to OVOP 
2005 announced on the occasion 
of the WTO Hong Kong 
Ministerial Conference held 
in December 2005 
  
 
2006 JICA   
 
Source: Summarized by author 
 
   3)  Comparative features of the OVOP movements 
  The author conclude the comparative features of the OVOP movements 
as shown in table 2.12 
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Table 2.12  Comparative features of the OVOP movements 
Components Oita OVOP  
 
Thai OTOP 
1. Policy outline 1.Endogenous development 
2.Government-community 
and private sector 
partnership 
3. Dual track policy 
especially, OVOP and 
industrial development 
1.Endogenous 
development and 
sufficiency economy 
philosophy 
2. Government and 
community partnership 
3. Dual track policy 
especially OTOP and 
enhancing domestic 
consumption 
expenditure. 
2. Government 
Function 
1. Oita Prefectural 
government and Municipal 
government  
2.Supporter rather than 
Organizer 
3. Creation of citizen‟s deep 
pride. 
4. R&D support 
5.Development of marketing 
channel 
1. National 
government and 
National OTOP 
Administrative 
Committee. 
2.Important leader 
3.Encouragement to be 
OTOP‟s member. 
4.Capital goods 
support. 
5. National trade 
exhibition 
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(Continued) 
Components Oita OVOP  
 
Thai OTOP 
3.Types of 
products 
1.Focus on products 
consumed in daily life, such 
as food, mushrooms, fish 
2. Various products due to 
differences in topography 
1. Five types of 
products especially 
crafts, sweets, and 
textiles 
2. Resemblance of 
products to relatively 
similar topography 
4. Objective 1. Creation of citizen‟s deep 
pride.  
2.  Gross National Society  
oriented society 
3.Establishment of network 
 
1. Alleviate poverty by 
creating additional 
income for local 
people during their 
free time.  
2.A tool of politically 
attractive credit 
3.Product upgrade 
5. Actors other 
than the initiator 
and OVOP 
groups 
1. Cooperatives 
2. Tokiwa Department Store 
1. A few local 
governments; - 
Universities 
 
6. Financing 1. OVOP Promotion Funds 
2. Nikaido Shuzo 
3. Local banks 
4. cooperatives 
1.BAAC,  
2.Miyazawa fund 
3.capital goods 
provided by some 
government agencies 
or departments 
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(Continued) 
Components Oita OVOP  
 
Thai OTOP 
7. Marketing 1.Top sales promotion, trade 
fairs, exhibition, product 
competition 
2. Oita Airport and Centrair 
International Airport 
 
1.OTOP shops 
2. product 
championship and 
qualification 
2. web-based 
marketing 
- export promotion 
8.Human 
development  
1.Toyo-no kuni juku, two-
year course for the local 
leadership formation 
2. Permanently based public 
research center in Oita  
 
1.Seminar 
2.Training workshops 
3. Study visits 
They are all on a short-
term basis. 
 
Source: Summarized by author 
Table 2.12 indicates the comparative features of the OVOP movements  
and Thai OTOP scheme on the aspects of basic objective, initiator, actors 
other than the initiator, and OVOP groups qualification for participation, 
technical assistance, financing, marketing, and human development. 
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Figure 2.8  The key activities in the OVOP movement 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
   Source: Summarized by author 
Women’s group 
ผู้ 
OVOP School 
Technical support Institution or research center 
Consumers  
 Release to public in Oita 
   Search for leaders in districts 
Women’s  group 
ผู้ 
Women’s group 
ผู้ 
Women’s group 
ผู้ 
Human networks 
Marketing 
OVOP concept 
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Not did only the prefectural government led by Governor Hiramatsu 
actively take action on introducing the  OVOP movement, but  he also used 
many strategies including  public releasing, training leaders, and other 
subjects for community members as well as creating private sector networks 
which were used on the supply side.  As for the demand aspect, he established 
some marketing channels and paid attention to consumers‟ attitudes about the  
products. In addition, the producers prepared  very creative designs for 
packaging. The key activities in the OVOP movement were presented in 
figure 2.7 
 Interestingly,  while there is only one type of  producer,  community– 
grouped producers in the OVOP movement in Oita, there are three types of 
producers in  OTOP in Thailand including,  community- grouped, individuals, 
and small and medium enterprise producers. It means that some benefits 
provided for OTOP groups might be shared among these groups. Some 
scholars worry that the number of the single ownership producers is 
increasing dramatically. So, it might be very different from that of OVOP  in 
Japan. I already asked Dr. Haramatsu about this. His answer was that it didn‟t 
matter if those OTOP producers could create jobs and distribute benefits 
fairly among workers. There are many examples of the successful single 
ownership producers. They could do what they do best: develop a market, 
make profits, and create jobs. They also identified strategies to develop a 
competitive advantage and strength the existing business cluster. 
 
2.11 Overview of macroeconomic data in the lower northern region 
   First, the author would like to introduce the macroeconomic data 
in all regions in Thailand and then in the northern region. 
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Table 2.13 Illustrates the gross domestic product at current prices classified 
by region in 2009 
(Millions of Baht)
Northeastern Northern Southern Eastern Western Central Bkk. and Vicinities Whole Kingdom
Agriculture 226,609 219,567 324,189 93,166 92,878 47,850 48,306 1,052,564
Agriculture, Hunting and Forestry 221,105 215,164 257,290 77,183 85,898 46,568 29,361 932,568
Fishing 5,504 4,403 66,899 15,983 6,980 1,281 18,945 119,996
Non-Agriculture 813,127 643,090 562,314 1,305,122 304,031 648,589 3,721,879 7,998,151
Mining and Quarrying 13,782 43,552 29,610 197,828 9,226 9,075 1,850 304,922
Manufacturing 161,128 148,595 113,554 668,615 74,344 451,983 1,465,838 3,084,057
Electricity, Gas and Water Supply 16,309 15,470 22,616 92,863 41,413 24,276 74,038 286,986
Construction 38,977 33,429 26,117 23,242 10,388 7,913 104,024 244,089
Wholesale and Retail Trade; Repair of Motor Vehicles, 
Motorcycles and 
   Personal and Household Goods 210,089 126,130 94,099 100,148 58,100 45,142 646,029 1,279,737
Hotels and Restaurants 20,636 21,276 46,213 34,786 11,673 4,893 299,037 438,514
Transport, Storage and Communication 39,567 32,456 44,342 78,459 20,418 23,391 411,013 649,645
Financial Intermediation 38,728 30,484 25,176 18,050 10,439 9,097 235,075 367,049
Real Estate, Renting and Business Activities 29,391 23,719 23,558 15,272 8,979 15,507 96,430 212,856
Public Administration and Defence; Compulsory Social Security 70,617 56,031 46,973 31,877 22,083 23,961 172,044 423,586
Education 130,826 72,595 57,903 24,207 21,235 19,227 69,390 395,383
Health and Social Work 36,206 31,512 23,839 13,125 11,237 10,202 51,873 177,993
Other Community, Social and Personal Services Activities 5,557 6,795 7,878 6,232 4,241 3,694 88,798 123,193
Private Households with Employed Persons 1,314 1,048 436 418 256 229 6,440 10,141
Gross Regional Product (GRP) 1,039,736 862,657 886,503 1,398,288 396,909 696,438 3,770,185 9,050,715
(Millions of Baht)
Northeastern Northern Southern Eastern Western Central Bkk. and Vicinities Whole Kingdom
Agriculture 85,245 67,965 123,266 35,189 30,928 19,641 18,899 381,132
Agriculture, Hunting and Forestry 82,738 66,111 86,452 26,417 27,170 19,016 8,714 316,618
Fishing 2,506 1,854 36,814 8,772 3,758 625 10,185 64,514
Non-Agriculture 358,475 292,451 239,162 640,904 134,575 374,176 1,842,489 3,882,231
Mining and Quarrying 4,902 16,063 9,893 53,157 5,120 4,035 1,908 95,078
Manufacturing 72,902 75,202 45,061 382,440 36,642 280,686 771,490 1,664,422
Electricity, Gas and Water Supply 13,337 11,028 13,170 35,853 11,397 13,993 49,964 148,742
Construction 15,151 12,947 10,152 9,112 4,026 3,078 40,756 95,221
Wholesale and Retail Trade; Repair of Motor Vehicles, 
Motorcycles and 
   Personal and Household Goods 95,996 57,781 43,063 45,848 26,563 20,663 295,607 585,520
Hotels and Restaurants 7,616 7,711 18,499 13,201 4,727 1,727 106,342 159,824
Transport, Storage and Communication 35,031 25,594 30,324 55,089 14,203 14,490 246,060 420,792
Financial Intermediation 17,584 13,841 11,431 8,195 4,739 4,130 106,731 166,650
Real Estate, Renting and Business Activities 24,247 21,996 16,210 14,377 8,798 13,918 68,621 168,165
Public Administration and Defence; Compulsory Social Security 20,914 16,594 13,911 9,441 6,540 7,098 50,960 125,457
Education 36,231 20,104 16,036 6,704 5,881 5,325 19,217 109,497
Health and Social Work 11,269 9,808 7,420 4,085 3,497 3,175 16,147 55,401
Other Community, Social and Personal Services Activities 2,799 3,388 3,828 3,244 2,346 1,773 66,251 83,629
Private Households with Employed Persons 496 396 164 159 96 86 2,436 3,833
Gross Regional Product (GRP) 443,719 360,416 362,428 676,093 165,502 393,817 1,861,388 4,263,363
 GROSS DOMESTIC PRODUCT AT CURRENT MARKET PRICES CLASSIFIED BY REGIONS
GROSS DOMESTIC PRODUCT AT 1988 PRICES CLASSIFIED BY REGIONS 
IN 2009p1 EDITION
IN 2009p1 EDITION
 
Source: Retrieved  February 13, 2012 from www.nesdb.go.th 
Table 2.13 Illustrates the gross domestic product at current prices 
classified by region in 2009. Overall the Thai economy from the gross 
regio al product (GRP) perspective is divided into seven regions: the 
nor heast, north, south, east, west, center, and Bangkok and vicinities, 
respectively. It is a product approach which is comprised of agriculture and 
non-agriculture. It is can be seen that Bangkok and vicinities has the highest 
value at 1,861,388 million in terms of GPP while the northern region has the 
lowest v lue at 360,416 million baht. 
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Table 2.14  Percentage of Agriculture and Non Agriculture in GPP in each 
region in 2009 
 Northeastern Northern Southern Eastern Western Central 
Agriculture 
(100%) 
21.79 25.45 36.56 6.66 23.4 6.87 
Non agriculture 
(100%) 
78.21 74.55 63.44 93.34 76.6 93.13 
Total(100%) 100 100 100 100 100 100 
 
Source: Retrieved  February 13, 2012 from www.bot.or.th and 
calculated by author 
 With regard to table 2.14, the agricultural sector is overwhelmingly the 
highest percentage in the southern region and the lowest in the central region. 
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Table 2.15 Gross Domestic Product at Current Market Prices in the Lower Northern Region in 2009 
  Kampangphet Nakhornswan Phitsanulok Uttaradit Uthaithani Sukhothai Tak Phichit Phetchabun 
Agriculture 16,591 22,818 16,921 10,811 7,756 12,354 11,389 12,682 31,101 
Agriculture, Hunting and Forestry 16,408 22,092 16,724 10,621 7,627 11,955 11,340 12,586 30,919 
Fishing 183 727 198 190 129 399 49 97 183 
Non-Agriculture 59,795 58,610 44,740 20,493 13,644 21,050 28,235 25,598 41,135 
Mining and Quarrying 15,710 995 106 287 93 217 2,095 2,125 6,478 
Manufacturing 20,832 17,775 6,162 3,836 3,307 2,427 7,882 3,356 5,640 
Electricity , Gas, and Water Supply 956 1,250 1,034 634 254 498 896 611 755 
Construction 1,266 2,030 3,255 1,199 861 1,383 1,503 1,212 2,071 
Wholesale Retail Trade, Repair of Motor Vehicles                
Motorcycles, and                 
  Personal and Household Goods 8,818 12,168 10,467 4,568 2,545 5,503 5,435 8,180 10,058 
Hotels and Restaurants 107 745 451 73 83 196 169 119 232 
Transport, Storage, and Communications 1,221 4,061 1,952 912 613 1,081 1,388 701 1,328 
Financial Intermediation 1,657 2,975 2,737 1,003 922 1,136 971 1,386 1,731 
Real Estate, Renting, and Business Activities 1,310 2,081 1,735 860 591 1,065 983 964 1,749 
Public Administration and Defense,  Compulsory Social Security 2,226 4,413 6,971 2,129 1,021 1,797 2,686 1,430 3,245 
Education 3,976 6,328 6,412 3,333 2,196 3,818 2,478 3,533 5,872 
Health and Social Work 1,157 3,253 2,931 1,295 909 1,622 1,401 1,493 1,543 
Other Community, Social, and Personal Service Activities 542 471 495 341 229 271 296 450 412 
Private Households with Employed Persons 18 66 34 24 21 37 54 38 22 
Gross Provincial Product (GPP) 76,386 81,428 61,661 31,304 21,400 33,403 39,624 38,280 72,236 
GPP Per capita (Baht) 106,537 70,772 72,907 63,999 66,984 53,226 75,138 64,018 69,905 
Population (1,000 persons) 717 1,151 846 489 319 628 527 598 1,033 
 
Source: Retrieved  February 13, 2012 from www.nesdb.go.th  and the table created by author 
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   Table 2.15  and figure 2.9 show that Nakhornswan province has the 
highest  Gross Provincial Product   but Uthaithanee has the lowest Gross 
Provincial Product . 
Figure 2.9 Gross Provincial Product at Current Market Prices in the Lower 
Northern Region in 2009 
 
Source: created by the author 
Figure 2.10 Gross Provincial Product at Current Market Prices in the Lower 
Northern Region in 2009 
 
Source: created by the author 
. 
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Table 2.16 GPP per Capita in all provinces in 2008 (Baht/year) 
Province 
Baht                
per year 
Province 
Baht                
per year 
1.Rayong 1,011,476 39.Khon Kaen 74,487 
2.Samut Sakhon 623,642 40.Nakhon Nayok 73,803 
3.Phra Nakhon Sri 
Ayuthaya 
548,678 41.Phitsanulok 73,237 
4.Samut Prakan 499,254 42.Nakhon Sawan 70,650 
5.Chonburi 400,456 43.Tak 69,931 
6.Chachoengsao 334,070 44.Phetchabun 67,890 
7.bangkok Metropolis 334,053 45.Uthai Thani 66,294 
8.Pathum Thani 254,939 46.Narathiwat 65,629 
9.Saraburi 251,751 47.Phattalung 64,235 
10.Phuket 222,851 48.Uttaradit 62,784 
11.Prachinburi 168,114 49.Phichit 62,625 
12.Lamphun 160,251 50.Sa Kaeo 59,552 
13.Nakhon Pathom 139,858 51.Lampang 58,210 
14.Ratchaburi 136,168 52.Pattini 57,374 
15.Surat Thani 133,248 53.Nakhon Ratchasima 56,872 
16.Prachuap Khiri Khan 127,365 54.Loei 55,552 
17.Krabi 126,872 55.Sukothai 54,417 
18.Nonthaburi 122,904 56.chaing Rai 53,815 
19.Phangnga 122,408 57.Phayao 47,886 
20.Petchaburi 121,877 58.Nan 47,019 
21.Songkhla 116,328 59.Udon Thani 46,517 
22.Kam Phaeng Phet 111,048 60.Phrae 46,063 
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(Continued) 
Province 
Baht                
per year 
Province 
Baht                
per year 
23.Singburi 105,068 61.Mae Hong Son 45,761 
24.Chumphon 104,675 62. Mukdahan 40,845 
25.Trang 98,319 63. Kalasin 40,400 
26.Lop Buri 96,831 64. Ubon Ratchathani 39,089 
27. Satun 95,799 65. Roi Et 38,612 
28. Ranong 92,245 66. Chaiyaphum 38,426 
29. Kanchanaburi 91,365 67. Nong Khai 37,354 
30. Trat 90,753 68. Sakon Nakhon 36,369 
31. Yala 90,190 69. Maha Sarakham 35,725 
32. Chai Nat 89,221 70. Yasothon 34,477 
33. Ang Thong 87,974 71. Buriram 34,312 
34. Chiang Mai 80,241 72. Surin 33,452 
35. Samut Songkhram 79,940 73. Nakhon Phanom 32,422 
36. Chanthaburi 78,115 74. Si Sa Ket 31,172 
37.Nakhon Si Thammarat 76,685 75. Am Nat Chareon 31,131 
38. Suphan Buri 76,568 76. Nong Bua Lum Phu 30,918 
 
Source: Retrieved  February 13, 2012 from www.nesdb.go.th  
According to the GPP per capita in Thailand, Rayong province had the 
highest average GPP, accounting for 1,011,476 baht per year which was 3.27 
times in the lowest value in Nong Bua Lum Phu. Interestingly, most 
provinces in the lower northern region were under the medium rank. Only, 
Kamphangphet province was in  rank 22 as there are many industrial factories 
situated in this province, particularly beverages and sugar factories. 
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2.12 Theory of Economic Development 
"Development" is the important  challenge facing human society. The  key 
objective of development  is  to make people have a   higher quality of life. 
However, from the results of the past strategies to achieve this  goal,  the 
statistics show that  the population in East Asia and the Pacific, Europe and 
Central Asia, Latin America and the Caribbean Islands, Middle East and 
North Africa, South Asia, South Africa, still have   incomes below U.S. 
(World bank, 2005).   
The literature on regional development is being published at an increasing 
fast rate, although much of this is concerned with regions outside Thailand. 
The real economic impacts on villagers working under the OTOP project that 
I am interested in is related to a rural area. Therefore, it is necessary to read 
the literature reflexively and apply general theories to rural and local areas. 
When analyzing the real economic impacts on villager communities, the 
concepts and theories of economic development must be examined. The 
concepts and theories give ways to interpret and make sense of how and why 
things work out in the way that they do to provide frameworks to understand 
local and regional development and to examine how particular theories 
provide common explanations, including the concept building blocks used by 
the theories along with  the purpose and focus of the theories. 
Economists have tried to develop a theory of economic development, 
which includes critical theory as follows. 
I began my review by focusing upon one of the earliest or traditional 
economic development approach:  Domar Harrod‟s growth model, and then 
the neo-classical economic growth theory. These theories are mostly 
concerned with microeconomic theory which developed to examine static 
rather than dynamic equilibrium within an economic system.  The economists  
included David Ricardo, John Stuart Mill, Alfred Marshall, and especially 
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Solow. The neo-classical economic growth theory is mainly related to Robert 
Solow‟s growth model. 
  1) The Harrod-Domar growth model. The model focuses on the savings 
rate of the country and the ratio of capital (capital accumulation) on aggregate 
products.  Both economists, Harrod and Domar believed that a country which 
has more saving and higher rates of capital formation will stay in a higher 
level of  economic development as well. The model implies that all countries 
have access to the same technology. In other words, the output elasticity of 
capital is the same in every country (Ray, 2000, p. 51-58). It can be   
summarized in the equation below (Todaro, 2000, p :96-98). 
     S = sY         (1) 
 Savings (S) are a fixed proportion of income. For example, if income is 
1,000 million baht, where s equals  0.4,  then the value of saving (S) is  400 
million baht. 
 The investment expenditure (I) is equal to the change in the value of capital 
stock (ΔK) or 
    I = (ΔK)         (2) 
 the ratio of the productivity of capital (k). 
    ΔK = kΔY                   (3) 
National income equilibrium in a closed economy and no government exists  
when 
   S = I 
Then, we have                                (4) 
   The left side of equation 4 is economic growth or the growth rate of the 
economy. 
    2) The Solow Growth Model 
Contemporary macroeconomic models of Solow are classified as  Neo-
Classical Growth Theory which is the theory of Economic Development. It 
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has been recognized for a long time in third world countries.  Solow is the 
famous American economist who received the Nobel Prize in Economics 
1987. His two important research projects were A Contribution to the Theory 
of Economic Growth (1956) and Technical Change and the Aggregate 
Production Function (1957). The essence of these models is the factors that 
have contributed to economic development: in addition to  capital 
accumulation, increasing savings, and population. The population number 
indicates  the labor force which  contributes to the country's gross domestic 
product. 
Solow‟s neoclassical growth model focuses on the external factors or 
exogenous factors. The important assumptions of this economic growth 
model are as follows: inputs are identical and the price mechanism is 
important for an economy with the competitive market structure. From 
Solow‟ point of view the economic growth derived from the supply side is 
improvement in the quality of labor and capital accumulation. However, this 
model did not adequately describe what determines productivity in the 
economy.  
           Solow believed that when a country accumulated capital and reached a 
certain level of the economy, it would enter the state called steady state.   
Solow explained further that to advance economic development the 
technological progress or technology change was necessary. He identified 
that the size of this variable could not be measured easily, and it is determined 
by  some exogenous variables. Moreover, this model also predicted that the 
economy will provide the catch-up hypothesis.  The economic growth rates  
in developing countries would be higher than that  in developed countries  
due to the flow of capital out of the countries to invest due to the higher rate 
of return on capital. As a result, the economic disparity between these two 
groups of countries would decline.  The phenomenon is known as 
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convergence. Importantly, the model has assumed the production function 
that returns to scale is constant, and the inputs can be substituted completely 
for each other. 
  The production function of the Solow neoclassical growth model is 
described in mathematics as follows (Todaro, 2000, p :99-101). 
 Y  =     
 Y represents output in the country. 
 K is the stock of capital and human resources. 
 L is unskilled labor. 
 A is a constant that reflects the underlying technology. 
  is the growth rate of the technology at the time is  t. 
    represents the elasticity of output to capital and        
 
  For example, assume that the economic growth rate is 0.3% of capital 
and human resources, an increase of 1% would result in a GDP increase of 
0.3%. Solow‟s growth model  is different from that in these aspects: (1)  
adding the  two new variables into  the production function, namely, labor 
and technology, and (2) the Solow production function shows decreasing 
return to scale.  
In summary, in  Solow‟s theory, the economic growth occurred due to 
one or more of the following factors: 
  1) the increase in both the quality and quantity of labor, 
  2) the increase in the accumulation of capital through savings 
and investments, or 
  3) the improvement of  technology. 
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 3) Endogenous growth theory   
A new paradigm of economic growth was proposed more than two 
decades ago.  . In 1956, Solow and Swan proposed the economic growth 
theory in which technological progress was determined by a scientiﬁc 
process. It was not related to economic activities in the economic system of 
the country. In contrast, upon the introduction of the endogenous growth 
theory, research and development in science and technology will lead to the 
acquisition of innovative technologies. In particular, private companies and 
government  economic policies related to production, consumption, exchange  
and intellectual property rights  can affect  innovation. In other words, the 
economic growth endogenously emerges from the internal economic system.   
Lucas (1988, pp 3-42) and  Romer (1986, pp 1002-1037) , the two economist  
who won the Nobel Prize in 1993 and 1996 respectively, believe strongly that  
economic advancement or growth is established through  productivity 
enhancement. Research and development(R & D) contribute mainly to 
technological progress that is necessary. 
  As a result, the economic growth model of Romer is also called the 
Research and Development Model. We can see that the ideas of this new 
growth theory offered  new perspectives that challenge traditional growth 
theory-the neo-classical model. 
  The recent development model attempted to explain the factors that 
determined the rate of economic growth which were unexplained by the 
Economic Growth Model of Solow. The following is the key explanation of 
the theory: 
 
   Increasing returns to scale could exist in the production function. 
 1) Human resources can result in the overall economy and productivity 
which can offset the effects of decreasing return to scale. Consequently, 
the countries are in the similar level of development.    
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As a result, the production function is written in the formula: 
Y = AK  when Y  represents aggregate output or income. 
A represents any factors which affect technology. 
K represents the amount of capital and human resources. 
  As a result, while the Solow Growth Model is written in the form  
    Y =  , the New Growth Theory can be written as 
 (Todaro, 2000, p: 101). 
   This theory explained the differences in income per capita of any 
country. Although the return on capital in the third world countries can attract 
a large number of foreign direct investments, the country's human resources 
are inferior. Therefore, they are unable to catch up to the developed countries.  
This growth model emphasized the quality of the human resources as a key 
component of development. 
    Pattamasiriwat (2010:82-83) stated that the New Growth Theory 
pursues economic processes and the phenomena of convergence is not true. 
Moreover, developed countries could continuously maintain the state of 
advanced development because they are rich in research and innovation 
which leads to economic growth in the future. Furthermore, research and 
development causes increasing returns to scale.  Although they often face 
coping with products produced  by the developing world, the developed 
countries could innovate useful things. As a result, the gaps in knowledge and 
technology continue to exist. The idea of "new growth" is assumed, but the 
difference or gap between the leader and the follower may not be reduced. 
    4) Development of internal factors or Endogenous Development 
Approach  
 Hiramatsu. (2008) noted that the policy development  called 
Endogenous Development depended largely on factors, such as local culture 
and wisdom existing in the rural area.  In contrast to the theories mention 
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before that mainly rely on the external factors  which are difficult to control 
especially  the global economy, Endogenous Development is derived from the 
community resulting in sustainable development.  
  There are also researchers in other regions of the world, such as  
Kabongo and Mezzalama (1995), Canzanelli and Dichter (2001), ILO (2006), 
and Haverkort and Reijntjes (2007) who have claimed that sustainable 
development is rooted from within. These paradigms of development are 
sustained by factors within community. For example, Haverkort (2001) 
described the paradigm of sustainable development which concluded that 
internal development is focused on the use of local resources, such as natural 
resources, culture, and indigenous knowledge. The United Nations 
Development Program in Thailand insisted that sustainable development must 
start from within  and with the sustainable development of internal factors. 
Moreover, World Commission of Culture and Development, 1995 
(www.unesco.org) insisted that “Economic development that is not rooted in 
the culture of a population can never bring about sustainable development.” 
Furthermore, Remmers(n.d) claimed that endogenous development is the 
phase used by the COMPAS program to refer to a rural development process 
that has local resources as a point of reference. 
The main difference between endogenous development and other 
participatory approaches is its emphasis on spiritual aspects in the 
development process in addition to the ecological, social, and economic 
aspects.  
  Endogenous development is mainly based on local strategies, values, 
institutions, and resources. Therefore priorities, needs, and criteria for 
development may differ in each community and may not always be the same 
as those of the development worker (http://www.compasnet.org/ed_1.html). 
.  
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  5) Measuring the Economic Impact of the OTOP Project 
   Concepts and Methods of Economic Impact Analysis 
 The goal of economic impacts are to measure the changes of economic 
activities, such as employment, income, and cost share in the area. It might be 
the outcomes of a specific scheme, program, policy, or project. 
 Expanded processing of agricultural products in a rural area has been 
widely induced as a strategy for local economic development. By adding 
value to products before they are sold, new processing plants can generate 
new employment opportunities and bring about economic spinoffs in the rural 
area. 
 Therefore, the spread of agricultural processing in a local area usually 
obtains broad-based support from commodity groups and local development  
interests. 
 This section investigates the contribution of the producers under the 
OTOP project to economic and community development in the areas where 
they are located. First, the basic concepts and methods of economic impact 
analysis will be reviewed. Then, the potential effects on OTOP business 
linked to community economic development are examined with an attention 
to the economic contribution of the new value-added processing plants. 
Finally, particular issues related to evaluating the local economic impacts of 
the OTOP scheme will be addressed. 
 There are three key concepts to analyzing economic impacts. First, the 
export base theory. An essential principle of export theory is grounded in the 
assumption that the local economy can be divided into two broad types of 
economic sectors: 1) a basic sector and 2) a non-basic or local sector. 
 The basic sector is defined as entirely dependent on external factors as 
the goods and services are sold to markets outside the area. For instance, the 
traditional textile entrepreneurs produce and sell their products to the shops 
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and consumer throughout the country and sometimes to the world market. 
Earnings obtained by these firms for their exported goods and services are 
entitled as basic income. Their business largely counts on exporting their 
goods. The non-basic sector, in contrast,  mostly trades goods and services 
within their local area. For example, a local grocery shop supplies its goods to 
households and other firms located nearby. These businesses are sometimes 
defined as the local trade and service sector (Leistriz, and Murdock 1981). 
 Firms that supply their products to both local and export markets are 
defined as the basic/ non-basic sector. 
 The second significant concept in an export base theory is that the basic 
sector is determined as the driving engine (Klosterman,1990 p.115)  “The 
economic base sector ” is based on a simple causal model  that the basic 
sector is the prime cause of local economic growth; that it is the economic 
base of the  local economy. 
 The extent of non-basic economic activities in an local area largely 
depends on that of essential activity. 
 The given change in the level of basic activity is defined as the 
multiple effect. Therefore, the economic base theory claims that demand for 
goods and services from outside the local area of the basic sector are the 
essential determinant of the extent of economic activity (Leistriz 1991). 
Consequently, it will result in the predictable alter in the level of non-basic 
activity. 
 The measurement for the multiple effects of the basic sector on the 
local economy is the base multiplier. 
 The principle of the multiple effects is the linkages between the basic 
or non-basic sector. When the basic sector increases, it demands more factors 
of inputs including land, capital, and labor as well as entrepreneurs.  
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Consequently, some factor inputs are bought from local stores and 
households, such as labor services. 
 Similarity, the producers in the non-basic sector enlarge their sales due 
to the basic sector expansion; they might demand more inputs. 
 Therefore, households gain more revenue in the form of rent, wages, 
interest, and profit, namely income from both the basic sector and non-basic 
sector. 
  The supplementary income is partially payment for local goods and 
services as the injection to the local economy. However, some income leaks 
the circular flow as additional taxes paid to the government, for imported 
goods and services. 
 Note:  Not only does the amount of money flow into the local area, but  
it is also what the basic sector and/or the non-basic sector do with that 
additional money. In the case of spending on goods and services with no local 
presence, there is a suddenly flow out of the area. Therefore, the multiplier 
might be smaller than that of money spent more in the local area. 
 6) Cobb-Douglas Production Function 
 The first Cobb-Douglas regression was developed in 1927 by two 
scholars, Charles W. Cobb and Paul H. Douglas, using the aggregate time 
series data from the US manufacturing sector on labor, capital, and physical 
output with the goal of comprehending the relationship between the quantities 
of output and inputs used in production. This was the beginning of a twenty 
year research program in which they estimated the regression employing  a 
variety of time series and cross section data sets, having its initial algebraic 
form of: Q = f(L,C) = bL
k 
C
k‟
  
   Later, Douglas emphasized the marginal productivity theory of 
distribution as a framework for explaining  his statistical  outcomes. They 
found that k
1  
  and k‟ were 0.802 and 0.232, respectively when employing the 
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least squares method (Cobb and Douglas, 1928; Douglas, 1976; Lovell, 
2004). Typically, the economic model of  Cobb and Douglas is reasonable 
sound: Q is an  output, while L, K are total numbers of units of labor and 
capital utilized  by the production process for a  certain period of time (e.g., a 
month or a year), respectively.  
   The Cobb-Douglas production function  contributes a crucial role  in  
economic research. It assists to analyze   the output elasticity of some input 
[M. S. Feldstein, 1967]  to measure the allocation efficiency in a developing 
agricultural economy [Yukon Huang, 1971],  to study  the relative roles in the  
stages of economic development and compare the productivity growth  in the 
agricultural sector among  countries [Erkin I. Bairam and Shaun D. Mcrae, 
1999], to study the role of education in economic growth [Namchul Lee, 
2000], to explain and compare the economic growth in different areas or 
countries [Gregory Chow, 2002], to study the impact of computerization on 
firm productivity [Y. C. Ng and M. K. Chang, 2003], to study the relationship 
between the policy measures on innovation and the R&D performance [ Tsai 
and  Wang, 2004], to compare macroeconomic returns on human and public 
capital [Alvaro Manuel and Miguel St.  2005], or to study firms‟ productivity 
and R&D spillovers [Michele , 2005]. Much of the research mainly focuses 
on the fields of macroeconomics and industrial organization and on the 
relationships between inputs and the output. Although there is a considerable 
amount of research related to the Cobb-Douglas production function, the 
relationships between the C-D production function and costs at the firm level 
are not studied sufficiently. Based on the C-D production function with k 
inputs, this paper systematically shows the theoretically internal relations 
among the long-run cost, the short-run cost, the quantity of factors hired and 
the cost curve graphs. 
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 To add a remark in relation to homogeneous function, a  function is 
determined to be homogenous of degree r, if raising all independent variables 
t-fold will alter the value of function by the proportion t
n 
, that is if f(tx1,..,tx2 ) 
          Generally, t can be any value. In particular, in economic applications, 
the constant t is always fixed to be positive since most economic variables are 
not less than zero. 
Figure 2.11  Cobb Douglas Production Function  and Factor Inputs 
 
 
 
            Source: Created by author 
   Figure 2.11 describes the framework of using Cobb Douglas 
Production Function. In this work, while factor inputs (money term) including 
labor cost, material cost, capital goods, and profit for leaders or managers are 
independent variables; total revenue is a dependent variable. 
 Y =
  
              (1) 
 Y is the value of output 
 L1 is the cost of labor input from a knowledge leaders or managers 
 L2 is the cost of labor input from a member 
 K is the cost of capital input 
 M is the cost of raw material 
All variables mentioned above measure in nominal terms; a, b, c, and d 
are fractional exponents which are larger than zero and less than 1. 
 
. 
Factor inputs (money term) 
-labor cost 
- Material cost 
- capital goods 
-profit for leaders or managers 
 
  
     
             Total Revenue 
              (money term) 
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 Re-writing the production function, one obtains 
   A =  
 Some of the key features of this function are 
(1) It is homogeneous of degree a+b+c+d 
(2)  It is isoquants  negatively sloped 
(3)  It has strictly convex isoquant for positive values of K and L 
Its homogeneity is obvious, by multiplying L1, L2, K and M                                                                                           
by A (nL1)
 a
(nL2)
 b
(nK)
 c
(nM)
 d
 = n 
a+b+c+d 
(
 
)         
 The function is homogeneous of degree a+b+c+d. For given values of 
L1, L2, K and M in this expression, the scalar will proportionately affect the 
level of Y. It has a very important economic meaning. Hence A may be 
referred to an efficiency parameter because the denominator is a geometric – 
weighted average of the inputs utilized to produce output per unit of input. 
 The difference between total factor productivity and partial factor 
productivity lies in measurement. While A is considered as total factor 
productivity, Y/ L1, Y/ L2, Y/K and Y/M are measures of partial productivity. 
Partial productivity could not explain the possibility of changing amounts of 
other inputs that might result in increasing or decreasing productivity of a 
single input. 
 The negative slopes and strict convexity of the isoquants could be 
verified from the first derivatives dk/dL1,  dk/dL2,  dL1/dL2,  dL1/dm and 
dL2,/dm. Apart from that the second derivatives of the first derivatives, such 
as d
2
K/dL
2
,  d
2
L1/dM
2
  must be demonstrated. 
For any given revenue from sale Y0 
Can be written as
 
 = Y0 
Taking the natural log of both sides and transposing, we here 
 lnA + alnL1 + blnL2 + clnK + dlnM   = ln Y0  
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 lnA + alnL1 + blnL2 + clnK + dlnM – ln Y0 = 0 
Which implies that L1 is a function of L2, K and M.  
By the implicit function rules and partial differential, therefore, we find that 
                                       
         
      
Then it follows that 
         
       
       
 The positive sign of these derivatives indicate that the isoquant (any 
isoquant) are downward – sloping throughout. Moreover, they are strictly 
convex for positive of  L1, L2, K and M. 
   
    
By using Euler’s theorem we can obtain:   
      …………      (2.1) 
      …………      (2.2) 
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      …………        (2.3) 
      …………     (2.4) 
Therefore, L1(∂Y/∂L1)+L2(∂Y/∂L2)+K(∂Y/∂K )+M(∂Y/∂M) = Y(a+b+c+d)  ………      (2.5) 
 In the special case of (a+b+c+d)  =1, it is linearly homogenous. 
Then it follows that 
  L1(∂Y/∂L1)+L2(∂Y/∂L2)+K(∂Y/∂K )+M(∂Y/∂M) = Y 
  Important economic meaning can be applied to the exponent a,b,c and 
d in the linearly homogenous  production function. If each input is assumed to 
received the amount of marginal product, then the relative share of total 
product paying to labor will be(Chiang,2004:408-409) 
   
Similarly, capital share and entrepreneur share will be  
   
   
For example, SARFRAZ HASSAN, (2005) employed the Cobb – 
Douglas production function was to estimate the effects of key factors of 
production on yield of wheat, the important crop of Pakistan. The result of 
this study showed that the wheat yield in terms of money could be raised by 
adding the use of irrigation, fertilizer, and plough. The analysis of the cost of 
production function reported that the cost and gross income of wheat per area 
increases with expansion in form size. Furthermore the coefficient of 
irrigation variable is highest and statistically significant. 
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Chapter 3  Research Methodology 
 
This chapter presents the methodology used in the real economic 
impacts on villagers working under the OTOP project. The purpose of this 
chapter is to illustrate all methods and procedures utilized in this study. This 
chapter consists of three main sections. The first section addresses the 
research design. In this step, the sample data subjects and instrumentation are 
presented. The second section identifies the procedure and method used in 
this dissertation. The third section introduces the data analysis and statistical 
tools employed in this research study. This research has two major objectives. 
The first is to identify differences of average revenue of OTOP enterprises 
among regions  in  Thailand as a whole. The second is to examine the uses of 
factors including materials, capital, and entrepreneurial services as well as 
labor services in the Cobb- Douglas production function, especially in the 
northern region. The hypotheses include(1.)There are significant differences 
of  average revenue of OTOP enterprises among regions  in  Thailand as a 
whole, and(2)there are  significant uses of  factors including materials, 
capital, and entrepreneurial services  as well as labor services in the Cobb- 
Douglas production function. As for the secondary data, the author used the 
data provided the by the Department of Community and Development. 
Because data and information on the socio-economic activities of OTOP is 
quite complicated, this study will not only use a data set collected from the 
field survey but also relevant secondary data. Multi-module survey 
questionnaires were given to both head and members of OTOP projects. 
 
Most part of this  study  is  a  cross–sectional  survey  research.  The  
entire  processes  of  the  study is shown in  the  flow diagram, as  presented  
in  figure  3.1 
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Figure  3.1   Work  flow  diagram 
 
 
 
 
 
 
 
 
 
 
 
Source: Created by author 
 
3.1  Research design 
   The research design section includes the sampling procedure and size, 
design, and descriptions of the survey data. Data used in this analysis were 
collected from a variety of sources.  Two types of data were employed in this 
research consisting of primary and secondary data. The first were collected 
through questionnaires and interviews. The later are from official and 
research reports, papers, books, and publications especially online sources.  
While the study at the macro level used time series data in procedure, the 
study in the lower northern region used mainly the primary data based on the 
survey result. 
The population of this study, therefore, was OTOP firms operating in 
the lower northern part of Thailand. The sampling frame used the selected 
respondents for this research  from the list of the community Development 
Department. The names and address of the OTOP firms doing the business in 
the area were acquired in this way. When this research started, the 2010 
sample frame was the most current information available. 
1)  Determine  target  population 
 
2)  Estimate  sample  size 
 
3)  Select  sample  design 
 
4)  Develop  research  tool 
 
5)  Carry  out  pilot  study 
 
6)  Conduct  the  field  survey 
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 Since the data on OTOP involved the socio-economic information, the 
sample for our analysis come from observations  randomly selected or had 
equal chance to be selected from the larger population. Basically, the simple 
rule is to get a sample that truly reflects the characteristics of the population 
in question.  
To reduce common heterogeneity among OTOP groups, it is suitable to 
undertake multi-stage random sampling-population stratification and simple 
random sampling. 
First, I classified provinces in the target region into 9 strata relatively 
homogeneous groups based on provincial area as government support differed 
in each province.  Second, from said   strata, I randomly selected the five 
kinds of OTOP enterprises, thirty percent from each stratum. Finally, I 
obtained a list of 244 OTOP firms in total. In other words, the sample frame 
in this study employed 244 observations, thirty percent from the entire 
population  of 813. 
The population are OTOP groups in the lower northern part in Thailand 
including 9 provinces: Uttradit, Phitsanulok, Phetchabun, Sukhothai, 
Kampaengphet, Pichit, Nakhornsawan and Uthaitani by using multi-stage 
random sampling:  both stratified and simple random sampling. The details 
are exhibited in figure 3.2. 
 
 
 
 
 
 99 
 
Figure 3.2 Sampling plan 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
Source: Created by the author. 
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Finally, through random sampling, we got 235 observations (incomplete 
data) less than 244 statistically required observations, but it’s still enough for 
get a reliable estimation. 
In addition, we got 235 observations from workers by using the same 
method. 
Management level positions  (or the leaders), who were involved in the 
OTOP enterprises were selected  as the respondents to represent the sampled 
OTOP firms. The actual interviews were the persons who most frequently were 
in charge of the business. This is related to the work of John (1984), who shared 
a strong case for selecting knowledgeable respondents.  
 
Table 3.1 The number of  OTOP firms in lower northern  region obtained as 
samples  
Province Food Textiles 
Crafts 
 
Beverages Herbs Total 
1 . Kamphaeng Phet 8 1 11 1 1 22 
       2. Phitsanulok 11 3 11 1 1 27 
       3. Tak 10 16 10 3 1 40 
       4 . Phetchabun 11 6 11 2 0 30 
       5 . Sukhothai 11 15 8 0 1 35 
       6 . Uttaradit 6 4 6 1 1 18 
       7 . Uthai Thani 3 5 5 0 0 13 
       8. Phichit 8 6 10 1 1 26 
9.Nakhon Sawan 7 3 11 2 1 24 
Total 
75 
(31.92) 
58 
(24.25) 
83 
(35.32) 
11 
(4.68) 
7 
(2.99) 
235 
(100) 
 
Source: Calculate by author 
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Table 3.1 presents the sampling frame for this study using multi-stage 
random sampling:   both stratified and simple random sampling. According to 
the sample, crafts were the highest in number.  
 
Next, I  provide the data  shown in table 3.1 in the pie chart form. 
 
Figure 3.3  Number of  OTOP  projects in the  lower northern  region classified 
by types of products. 
 
Source: Created by author 
   Figure 3.3 reports different kinds of OTOP firms chosen as samples 
which are 235 in total. 
 
 
 
 
 
. 
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Figure 3.4 Number of  the OTOP enterprises in Kampangphet  province 
 
Source: Created by author. 
   Figure 3.4 presents the number of OTOP firms in Kampangphet province 
which have the highest proportion of craft products. 
Figure 3.5 Number of the OTOP enterprises in Tak  province 
 
Source: Created by author 
    Figure 3.5 demonstrates that textiles producers account for the highest 
population in Tak province.  
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Figure 3.6 Number of OTOP enterprises in Phitsanulok  province 
 
Source: Created by author 
   Figure 3.6 presents that crafts producers account for the highest 
population in Phitsanulok province. 
Figure 3.7 Number of OTOP enterprises in Phetchabun  province 
 
Source: Created by author 
   With regard to figure 3.7, it can be seen that found that most OTOP firms 
are food enterprises. 
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Figure 3.8 Number of OTOP enterprises in Sukhothai  province 
 
Source: Created by author 
   According to figure 3.8, it can be seen that found that  most OTOP firms 
are textile producers. 
Figure 3.9 Number of OTOP enterprises in Uttaradit  province 
 
Source: Created by author 
   In term of number of OTOP firms, figure 3.9 points out that the most of 
OTOP enterprises are craft producers. 
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Figure 3.10 Number of OTOP enterprises in Uthaithani  province 
 
Source: Created by author 
   Figure 3.10  shows OTOP producers in Uthaithani  province. While the 
highest proportion is the textile producers, the least are both herb and beverage 
producers.   
Figure 3.11 Number of OTOP enterprises in Phichit province 
 
Source: Created by author 
  Figure 3.11 presents OTOP producers in Phichit province. While  most of 
them are the craft producers, the fewest of them are herb producers.   
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Figure 3.12 Number of OTOP enterprises in Nakhon Sawan province 
 
Source: Created by author 
   In terms of number of OTOP firms, figure 3.12 points out that  most 
OTOP enterprises produce crafts.  
 
3.2. Instrumentation 
The research instrument was designed to measure the variables listed in 
section four  of the sections related to the variables employed in this study. 
Section A was developed for a firm profile, Section B was developed to 
measure five hypotheses, which were based on the Cobb Douglas function. 
 The questionnaires in this research study consisted of  4 section and 
25questions. Items 1-5 concern firm profiles, item 6-15 were utilized to analyze 
the research hypotheses of the present study, and items 16-25 were for future 
consideration. The dependent variable in this research was the revenue of OTOP 
firms in the lower northern region in Thailand in 2010. 
Interview included some government officers relevant to OTOP projects, 
leaders, and member of OTOP groups. Systematic direct and indirect 
interviewing approaches were used in the survey to address the highly sensitive 
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nature of some topics, such as informal credit, average cost, profit, and OTOP 
groups decision making with respect to financial matters. 
 
3.3. Procedures 
   In the following sections, interesting activities about OTOP projects will 
be examined based on  field surveys conducted in  early 2011. Direct 
observations and interviews with government officials and OTOP leaders are 
importantly complemented to the result by using surveys at the household level. 
 The procedure employed in collecting data for this study was face to face 
interviews and follow-ups in some points by telephone to gain some more detail 
or some points that were not clear. 
In general, personal interviews are social and cost efficient in Thailand . 
In addition, because of some unique aspects of the Thai culture, personal 
interviews are considered as the more preferable method to collect the data and 
more socially acceptable (Kuatonburt, 1997). 
For this study, there were two steps in the data collection procedures. 
First, the  two sets, 235 questionnaire  (Appendix A) were used through the face 
to face interview to mangers and also 235 questionnaires to interview the 
workers. Second, after two weeks when I finished writing down the data 
obtained from the interview, I called some of them again . In Thailand, 
especially in the rural area, when you know each other in person, later on we 
can have a nice talk by phone. Fortunately, at present cell phone access is easy 
in Thailand.    
Two research assistants were selected by their specific interest based on 
the belief that they were knowledgeable and capable persons in the area of this 
research. These qualified interviewers were chosen to increase the validity of 
the outcome and to lower the misconception of the research procedure. They are 
currently master students in economics and business management. 
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In particular, content of validity of the questionnaire was established by 
the consent of experts. They were requested to examine the appropriateness of 
the items and clarity of each item in the questionnaires in order to ensure the 
validity of the responses to the research questions. 
The questionnaires both for the leaders (manager) and workers of OTOP were 
examined  by my Thai advisor, Assistant Professor Dr. Nattachet Poonchareon, 
and then were tried out at the National Trade Fair in a suburb in Bangkok in 
2011.There were many OTOP producers and some workers participating in the 
fair. So, I distributed fifteen questionnaires to them from the northeastern, 
central, southern, and the upper northern regions of Thailand, only the lower 
northern part did not participate. After getting the questionnaires back, I 
corrected some questions and then used them for interviewing for the target 
observations in the lower northern region. 
 
3.4. Data Processing and Analysis 
  Using descriptive statistics including summary statistics, such as ranking, 
means, histogram, line graph, pie chart, and percentage; we explored the 
differences of economic activities among rural enterprises. For the inferential 
statistics part, t- statistics was applied to test the population means of certain 
activities whether or not they were significantly different. Multiple regression 
was estimated to observe how the independent variable affects the dependent 
variable, i.e., how an increase of one man-hour relates to increasing the 
revenue.  
On the analysis part, the local economic development model, 
endogenous growth theory, and Cobb Douglas production function are the 
main focus here to interpret both qualitative and quantitative information 
obtained from our specified area.  
. 
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With relevance to the economic impacts, they were necessary to explore 
whether or not and in what way income, consumption, debts, and  loans have 
altered after joining the project. If they spent most of their money capital on 
purchasing locally, it night enlarge the multiplier size. In contrast, if producers 
under OTOP projects paid their investment on exporting goods, it might lower 
the multiplier magnitude. 
The multiple regression technique was used to measure the degree and 
direction of influence of the independent variables on the dependent variable 
and the statistical significance of the relationships (Alrecktsetlle, 1995) . All 
statistical tests were performed using the STATA package. The procedure of 
this multiple regression analysis is presented as follows: Cost paid for managers 
(leaders), workers, capital goods, and materials are employed as the 
independent variables in the regression while revenues of OTOP firms are used 
as the dependent variable. 
 Each research hypothesis would be would be accepted only if the 
significant level is less than 0.05 and  the R
2 
 is a number varying between 0 and  
1. It reports how well a regression equation fits a set of data . In regression 
analysis, the program calculates an adjusted R-square.  
 R
2
adj  = 1 – MSE/MST   =  1  -  SSE/SST 
   R
2
adj  = 1 – MSE/MST   =  1
SSE
SST
  
R
2
adj  =  
2
2 (1 )
( 1)
R P
R
n p


 
 
SEE is the sum squares due to error and  
SST is the total sum of squares 
When the value closes to 1, it describes that a greater proportion of 
variance is accounted for by the model. For example, an R-squares value of 0.81 
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means that the fit explains 81 % of the total variation in the data about the 
average. The adjusted R-square statistic is the indicator of the fit quality which 
can take on any value less than or equal to 1. When a value closes to 1, it 
indicates a better fit. It could have a negative value to the independent variables. 
  R
2
adj  = 1 – MSE/MST   =  1
SSE
SST
  
R
2
adj  =  
2
2 (1 )
( 1)
R P
R
n p


 
 
   Adjusted R – square = 
( 1)
1
( )
SSE n
SST r

  
Adjusted R – square relies on the residual degree of freedom which is 
defined as the number of the response value subtracting from the number of the 
fitted coefficient.  
m estimated from the response value 
V = n-m 
The coefficient of determinant R
2 
is defined as Sum of squares explained 
by the model dividing by total sum of squares. 
 
 
 
 
 
 
 
 
. 
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Table 3.2 Analytical framework 
Items Study  effects in  
Macro level 
Study cost share and 
elasticity of output 
Case study 
Methodology -ANNOVA 
 
with using the 
secondary data,  
provided the by the 
Department of 
Community and 
Development 
- Cobb Douglas 
Production function 
- The relative share 
of total product 
accruing to inputs in 
money terms 
- Partial elasticity of 
output with respect 
to input  in money 
terms 
- Multiple regression 
Seven OTOP products 
were selected. 
Variables 1.Total revenue of 
OTOP product 
between regions   in  
Thailand as a whole. 
2.  Total revenue of 
OTOP product 
regard to types of 
OTOP in  Thailand 
as a whole. 
3.Totala revenue of  
exported OTOP 
products between 
regions and sub-
regions. 
- Capital share 
   labour share 
   entrepreneur share 
  material share 
Revenue 
Cost share 
Marketing 
loan 
 
Source: Created by author 
 
   Table 3.2 presents the analytical framework used in studying the real 
economic impacts on villagers working under OTOP project.  
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Typically, inputs are calculated in terms of services of the input per unit of 
time, but this kind of data is generally not accessible.  Therefore, in empirical 
study inputs are counted by the amount of input utilized in the production 
process or number of wages paid  measuring the input of labour. The capital 
input is measured by the amount of capital stock used in the production process. 
For material input, I used the expenditure of purchasing material calculated 
from the material cost. In particular, I also quantified the payment for the leader 
or the owner of the OTOP groups and used that as labor inputs in the model. 
Production functions could demonstrate the following concepts. 
 1.The efficiency parameter which indicates the state of technology and 
efficiency of production. 
 2. The marginal productivity of the factors of production.  
 3. Relative factor cost share or intensity.  
 4. Partial elasticity of output with respect to these inputs. 
 5. The returns to scale of production function. 
 
3.5 Qualitative case study methodology  
Qualitative case study methodology provides tools for researchers to 
study complex phenomena within their contexts. When the approach is applied 
correctly, it becomes a valuable method for health science research to develop 
theory, evaluate programs, and develop intervention. The qualitative case study 
methodology can greatly contribute many research studies  as it facilitates 
exploration of a phenomenon within its context using several data sources. This 
certifies that the interesting topic is not revealed by one side, but rather a variety 
of lenses ( Robert Yin, 2006).  
   According to Yin (2003) a case study approach  should be used when: (1) 
the center of the study is to answer “how” and “why” questions, (2) you cannot 
operate the behavior of those involved in the study, and (3) the boundaries are 
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not clear between the phenomenon and context, for instance, a study of the 
leaders’ decision to join in an OTOP business.  A case study was conducted 
because the case could not be considered without the context, the village they 
live in, and more specifically the local wisdom they hold. 
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Table 3.3  Criteria for selection and characteristics of the case study 
Criteria 
Case study 
1 2 3 4 5 6 7 
Bannatonchan Numprig lab Craft 
Kwanchai 
Housewife 
group 
Rice chip Dried Banana Herb 
1. Work as a 
community group 
or single 
ownership 
Yes NO NO YES. NO Yes NO 
2. Famous for 
award 
 PATA award 
 5 star OTOP 
award 
*5 star OTOP 
award 
*Food and 
Drug 
Administration 
 
*5star OTOP 
award 
 
4 star OTOP 
award 
* Food and 
Drug 
Administration 
4 star 
OTOP 
award 
5 star OTOP 
award 
5 star OTOP 
award 
3.Years of 
experience 
10 8 8 8 8 10 10 
4. Network 
support 
*Naresuan 
University 
*The Tourism 
Authority of 
*Tha Japan Bank 
International 
Cooperation 
 
Other OTOP 
producers. 
Rajapud 
institution. 
Naresuan 
University 
Other 
OTOP 
producers 
Naresuan 
University 
Rajapud 
institution. 
 
Source: Created by author with data in 2010. 
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  Table 3.3  presents the criteria for selection and characteristics of the case 
study including work as a community group or club, famous for award, years of 
experience and network support. Drawing attention to the criteria of cooperation 
among members, there are only three out of seven working as the community 
enterprise while the others are single ownerships. With regard to the award, they 
all received 4 or 5 star OTOP awards. In particular, as the food producers, the 
Numprig Lab and Kwanchai Housewife group has obtained the Food and Drug 
Administration certificate, the top label for food products.  Furthermore, the 
Bannatonchan  group got the international award for tourism named the PATA  
award. In considering the years of experience, they participated in the OTOP 
project at least 8 years. To add a remark on network support, it can be seen that 
Bannatonchan has the most important number of networks. 
 As for data collection, using the qualitative approach, it was obtained  
from chatting with people either through formal interviews or casual 
conversations. The unstructured interview was used in this dissertation. I tried 
to manage the interview to be successful by  avoiding leading questions or 
suggesting outcomes by using a  natural appearance. In addition, attention was 
paid to where the interview was held  ensuring suitable management of seating 
and manner of approach, all in the interests of equality. I also arranged for a 
certain amount of pleasant chat before getting into explaining what the research 
was about.  
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          Chapter 4 Research Findings 
 
4.1 Introduction 
    In previous chapter this research has reviewed significant studies and 
theories involving OTOP development and discussed a conceptual framework 
to obtain better understanding  about these development processes. In chapter 
three, I address the methodology of the research project. 
           Sets of questionnaires were used in this study for each province in 
lower northern Thailand including Utradit, Tak, Sukhothai, Phitsanulok, 
Pichit, Nakhonsawan, Uthaithani, Kampangphet,  and Petchaboon. The first 
set of questionnaires was for the leader of the OTOP group, the  second was 
for villagers who worked under the OTOP project,  and the third set of 
questionnaires was for government officers involved in the OTOP project. 
Totally, two hundred and eighty questionnaires were prepared and distributed 
proportionally to each  stratum (9 provinces) and then to 5 types of OTOP 
firms. However, only 235  or 84 % of the questionnaires were used  to 
interview OTOP leaders.  In addition, 7 in– depth interviews were conducted 
from the whole region. 
           The first part of this chapter reviews the purpose and goal of the OTOP 
initiative as a local development promotion in Thailand with the analysis on 
its main framework and features. 
 The second part devotes attention to the real economic impacts on 
villagers under the OTOP project based on a field survey by the author and 
research associates. 
 The survey was conducted by direct questionnaire interview with 
OTOP firms. The collected data were statistically  analyzed to explain the 
background of  entrepreneurs and their business incentive, as well as their 
assessment of OTOP policy, for example their type of  business, the  scale  
. 
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and ownership motive of  the start-up,  and their business view point. 
The following are the main results.  
 
4.2. Descriptive information of respondents 
 The first part of the information includes the  response rate, demographic 
information, major occupation, and other OTOP related information. The 
second part is on the inferential part of the analysis of the research. In this 
part, independent variables are assigned to  managerial cost, labor cost, 
capital cost, and material cost (all are in baht units) while the dependent 
variable is the total revenue .One Way ANOVA was used to analyze the 
effect of influence of geographical location on main issues of interest. 
 
Table 4.1. Number of observations classified by types of OTOP in the lower 
northern provinces. 
Province Food Textiles Crafts Beverages Herbs Total 
1. KamphaengPhet 8 1 11 1 1 22 
2. Phitsanulok 11 3 11 1 1 27 
3.Tak 10 16 10 3 1 40 
4. Phetchaboon 11 6 11 2 0 30 
5. Sukhothai 11 15 8 0 1 35 
6. Uttaradit 6 4 6 1 1 18 
7. Uthaithani 3 5 5 0 0 13 
8. Phichit 8 6 10 1 1 26 
9. Nakhonsawan 7 3 11 2 1 24 
Total 75 58 83 11 7 235 
% (31.92) (24.25) (35.32) (4.68) (2.99) (100) 
  
 Source: Author 
 
 
 From 235 responses, the results from the questionnaires indicate the 
largest type of OTOP business is  craft firms (35.32%) followed by food 
(31.92%) . Textile enterprises account for  24.25% and beverage 4.68%. 
There are only 7 firms operating in the herb sector (2.99%). Considering the 
location of OTOP, Tak province has the highest number of firms which is 40 
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while Uthaitanee province has the least number  at 13 firms. To better 
understand, the following figure 4.1,and figure 4.2  illustrate  the numbers of 
OTOP producers classified  by type and province respectively.  
 
Figure 4.1 The numbers of OTOP producers classified by type 
 
 
 
 Source: Author 
 
 
Figure 4.2 The numbers of OTOP producers classified  by province. 
 
 
 
 Source: Author 
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   4.2.1 General information about the respondents (Age, Education, and 
Occupation)  Backgrounds of business operators are reported in the table 4.2 
below. 
 
Table 4.2 Profile of OTOP producers in the lower northern region with regard 
to sex and age. 
Characteristic 
Leader Worker 
Number Percent Number Percent 
Sex 
   Male 
   Female 
 
38 
    197 
 
16.2 
83.83 
 
   54 
181 
 
22.98 
77 
Total 235  235 100.0 
Age 
   20-29 
   30-39 
   40-49 
   50-59 
   60-70 
   71-80 
 
0            
  22 
   70 
        82 
   52 
   9 
 
0 
9.36 
29.78 
34.89 
22.13 
3.83 
 
27 
 28 
97 
   35 
    37 
     11 
 
11.49 
11.91 
41.23 
14.89 
15.74 
4.68 
 
Total 235 100 235 100 
Marital status 
   Single 
   Married 
  Widow 
   Divorced 
 
  14 
202 
  12 
   7 
 
5.96 
85.96 
5.11 
2.98 
 
 17 
207 
   9 
     2 
 
7.23 
88.08 
3.83 
0.85 
Total     235 100  235 100 
 
 Source: Author 
 
 As shown in table 4.2,  197   managers  (83.83%)  are female. Most of 
them age are around 50-59 years old.  For workers, 181 respondents (77%) 
are female with 40-49 years of age. With regard to educational background,  
122 respondents   (51.91%) finished primary education and 85.96 % of them 
were married. As for the workers, most of  them (181) are female. The 
majority of them are 40 years of age and 88% of them were married. 
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Table 4.3  Profile of OTOP Producers in the lower northern region with 
regard to educational level 
Characteristic 
Leader Worker 
Number Percent Number Percent 
Primary school 
Secondary School 
Vocational/Diploma 
Bachelor degree  
122 
81 
 
13 
19 
51.91 
34.47 
 
5.53 
8.08 
176 
52 
 
2 
5 
74.89 
22.13 
 
0.85 
2.13 
Total 235 100 235 100 
  
  Source: Author 
  
 Focusing on the educational level, table 4.3 shows that 176 respondents  
(74.89%) finished primary school education . 
 
Table 4.4  Major occupation  of both leaders and workers 
Major occupation 
Leader Worker 
Number Percent Number Percent 
Agriculture 
Labor 
Trading 
Government Service 
House wife 
OTOP 
165 
  22 
    6 
   7 
    8 
     2 7 
70.2 
9.36 
2.55 
2.98 
3.4 
11.49 
153 
  19 
   20 
   2 
  17 
  24 
65.11 
8.08 
8.51 
0.85 
7.23 
10.21 
Total     235 100 235 100 
 
 Source: Author 
 
 With regard to table 4.4, most managers (70%) and worker (65.11%)  
work in the agricultural sector. 
 4.2.2  Cash income earned from major occupation Concerning the cash 
income earned from major occupations, the author investigated how much 
both leaders and workers were paid by other careers besides working on the 
OTOP scheme.  
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Table 4.5 Cash income earned from major occupation 
Cash income earned from major 
occupation/year(baht) 
Leaders Workers 
Number Percent Number Percent 
No income 29 13.19 44 18.72 
1-10,000 1 0.42 1 0.42 
10,001-15,000 2 0.85 3 1.28 
15,001-20,000 4 1.7 11 4.68 
20,001-25,000 11 4.68 11 4.68 
25,001-30,000 13 5.53 12 5.11 
30,001- 35,000 8 3.40 19 8.09 
35,001-36,000 5 2.13 21 8.94 
36,001-40,000 12 5.1 18 7.66 
40,001-45,000 10 4.25 21 8.94 
45,001-50,000 21 8.94 19 8.09 
50,001-60,000 20 8.51 8 3.4 
60,001-65,000 15 6.38 10 4.25 
65,001-70,000 11 4.68 9 3.83 
70,001-75,500 15 6.38 8 3.4 
75,001-80,000 13 5.53 3 1.28 
80,001-85,000                                                                                                                                                                                                                                                                                                                                                                                                      12 5.11 4 1.70 
85,001-90,000 12 5.11 2 0.85 
90,001-95,000 2 0.85 3 1.28 
95,001-96,000 3 1.28 1 0.42 
96001-100,000 2 0.85 1 0.42 
100,001-105,001 3 1.28 2 0.85 
105,001-110,000 2 0.85 1 0.42 
110,001-115,000                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  1 0.42 1 0.85 
115,001-120,000 2 0.85 1 0.42 
120,001+ 6 2.55 1 0.42 
Total 235 100 235 100 
Mean 51887.23  37353.19  
Median 55000  35500  
Std. Deviation 31109.62  26845.96  
Range 120000  120000  
 
  Source: Author 
 According to table 4.5,  for both managers (13.19) and workers (18.72), 
OTOP firms are the only  source of  their major income.      
 
 4.2.3 Staring year of OTOP firms 
 In considering the staring year of OTOP firms, the author explored 
whether there were  community firms in the rural area or not, and also how 
many of these enterprises there were. 
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Table 4.6 Staring year of OTOP firms 
 
Starting Year 
OTOP Enterprises 
Number Percent 
1995 or before1995 62 26.38 
1996 7 2.98 
1997 18 7.65 
1998 15 6.38 
1999 2 0.85 
2000 7 2.98 
2001 5 2.13 
2002 21 8.94 
2003 15 6.38 
2004 31 13.19 
2005 21 8.94 
2006 20 8.51 
2007 7 2.98 
2008 2 0.85 
2009 1 0.42 
2010 1 1.28 
Total 235 100 
Std. Deviation 15.47  
Skewness 2.05  
Kurtosis 5.38  
  
 Source: Author 
 
 When asked about the starting year of the firms, it was found that 
29.36%  started their business before 1996 and another17.86% started their 
business  during 1997-2001  before the government launched the OTOP 
scheme. However, during 2001 to 2006, the number of OTOP firms increased 
dramatically. 
 
 4.2.4 Types of OTOP ownership 
As regard the types of OTOP ownership, formal structures were sorted into 
three groups, single ownership, community ownership, and small and medium 
enterprises (SME). 
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Table 4.7  Types of OTOP ownership 
 
Type 
Single 
ownership 
Community 
ownership 
SME Total 
Number 162 42 31 235 
Percent 68.94 17.87 13.19 100 
 
 Source: Author 
 
 From table 4.7 and figure 4.3, it can be seen that the highest proportion 
of OTOP ownership is single owner (68.94%).  
 
Figure 4.3 Types of OTOP ownership 
 
 
 
 
 Source: Author 
 
   In addition, the number of workers in the OTOP enterprises was 
considered in this research. 
 
Table 4.8 Number of workers in the OTOP enterprises 
Number of worker Number of OTOP enterprises Percent 
1-5 107 45.53 
6-10 93 39.58 
11-15 25 10.64 
16-20 7 2.98 
21-25 3 1.28 
Total 235 100 
 
 Source: Author 
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 In terms of number of workers, table 4.8 points out that most of the 
OTOP firms had 1-5 persons working for them. The majority of these firms 
are micro enterprises as shown in figure 4.4.  
 
Table  4.9   Number of members in OTOP enterprises 
 
Number of members 
Number  of 
enterprises 
Percentage of 
enterprises 
6-10 2 0.85 
11-15 8 3.4 
16-20 67 28.5 
21-25 81 34.47 
26-30 57 24.25 
31-35 5 2.13 
36-40 6 2.55 
41-45 6 2.55 
Total 235 100 
 
 Source: Author 
 
  Table 4.9 shows that  81 OTOP firms have from 21-25 members 
(34.47%) while only 2 firms have only 6-10 members (0.85%).  
 
Figure 4.4. Number of workers employed in the OTOP enterprises 
 
 
 Source: Author 
. 
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 4.2.5 OTOP  enterprises and loans 
 Directing attention to the issue of the loans borrowed by the OTOP 
firms, it is essential to clarify how many of them have gone into debt and who 
are the creditors. Table 4.9 and 4.10  show the details. 
 
Table 4.10   OTOP  enterprises and loans   
OTOP  
enterprises 
and loans  
situation 
in debt 
in debt in the 
past 
never 
borrowed 
Total 
Number 71 112 52 235 
Percent 30.21 47.66 22.13 100 
 
 Source: Author 
 
 From a financial perspective, 30.21% of the OTOP firms are still in debt, 
but interestingly 22.13% of them never borrowed. 
 
Table4.11  Amount and source of borrowing 
Number 
BAAC 
Bank 
Government 
Saving 
Bank 
Subdistrict 
Administrative 
Organization 
Cooperative 
Promotion 
Department 
Village 
Fund 
Total 
Number of 
firms 
14 9 26 18 4 71 
Percentage 
of 
borrowing 
19.72 12.68 3.66 25.35 5.63 100 
Average 
borrowing 
405,000 391,861 25,666 38500 50,000  
 
 
 Source: Author 
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 As  can be seen from the amount of borrowing in table 4.10, the major 
source of borrowing is the sub-district administrative organization followed 
by the village fund. Focusing on the average amount of borrowing; however, 
it shows that the Bank for Agriculture and Agricultural Co-operatives is the 
highest source of borrowing. 
 
4.3  Distribution of cost share to the main factor inputs  
 4.3.1 Annual sales of OTOP firms are a crucial  issue  to analyze as it 
involves to the economic real impacts which is the central issue of this 
dissertation. For this issue the author grouped the annual  raw data of sales 
into the range of 5,000 baht. 
 
Table  4.12  Annual sales of OTOP firms in 2010 
Annual sales Scale(Baht) Number of firms % 
0-50000 18 7.66 
50001-100000 21 8.94 
100001-150000 9 3.83 
150001-200000 19 8.09 
200001-250000 22 9.36 
250001-300000 23 9.79 
300001-350000 22 9.36 
350001-400000 17 7.23 
400001-450000 15 6.38 
450001-500000 6 2.55 
500001-550000 9 3.83 
550001-600000 1 0.43 
600001-650000 4 1.70 
650001-700000 5 2.13 
700001-750000 5 2.13 
750001-800000 1 0.43 
800001-850000 1 0.43 
850001-900000 5 2.13 
900001-950000 3 1.28 
1050001-1100000 2 0.85 
1100001-1150000 0 0.00 
1150001-1200000 2 0.85 
1200001-1250000 1 0.43 
1250001-1300000 3 1.28 
1350001-1400000 1 0.43 
1400001-1450000 2 0.85 
1450001-1500000 2 0.85 
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 (Continued) 
Annual sales Scale(Baht) Number of firms % 
1550001-1600000 2 0.85 
1600001-1650000 1 0.43 
1700001-1750000 1 0.43 
1750001-1800000 1 0.43 
2500001-2550000 1 0.43 
2600001-2650000 1 0.43 
3300001-3350000 1 0.43 
4350001-4400000 2 0.85 
7050001-7100000 1 0.43 
7150001-7200000 1 0.43 
7800001-7850000 1 0.43 
8350001-8400000 1 0.43 
8500001-8550000 1 0.43 
X  652156.67  
Median 325071.00  
Range 8497698  
S.D 1291778.97  
Kurtosis 22.642  
Skewness 4.636  
 
Source: Author 
 
 Table 4.12  indicates that OTOP projects with a total revenue lower than 
350,001 baht a year are about 57.03% of the total number of OTOP projects 
while the average total revenue and the standard deviation are 652,156.67 
baht and 1291778.97 baht, respectively. 
 
 4.3.2 First, the  single figure data  paid to the leaders or managers are 
categorized into  intervals of 10,000 baht.  
 
 
 
 
 
 
.. 
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Table  4.13  Manager‟s share scale in 2010 
Manager‟s share Scale Number of firms % 
0-10000 29 12.34 
10001-20000 17 7.23 
20001-30000 9 3.83 
30001-40000 4 1.70 
40001-50000 8 3.40 
50001-60000 12 5.11 
60001-70000 8 3.40 
70001-80000 9 3.83 
80001-90000 11 4.68 
80001-100000 16 6.81 
100001-110000 8 3.40 
110001-120000 4 1.70 
120001-130000 12 5.11 
130001-140000 9 3.83 
140001-150000 6 2.55 
150001-160000 3 1.28 
160001-170000 4 1.70 
170001-180000 2 0.85 
180001-190000 3 1.28 
190001-200000 4 1.70 
200001-250000 7 2.98 
250001-300000 8 3.40 
300001-400000 8 3.40 
400001-500000 11 4.68 
500001-600000 5 2.13 
600001-700000 5 2.13 
700001-800000 0 0 
800001-900000 0 0 
900001-1000000 1 0.43 
1000001-2000000 7 2.98 
2000001-3000000 4 1.70 
3000001-4000000 1 0.43 
X  236677.16  
Median 99072.00  
Range 3467834  
S.D 469848.9  
Kurtosis 20.741  
Skewness 4.288  
 Source: Author 
Table 4.13 shows that the average cost share for the manager is 
236,677.16 baht per year with the standard deviation 469,848.9 baht. The 
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median of this figure is 99072 baht. 
4.3.3 Second, the author presents the material cost share including raw 
material, packaging expenditure, water and electricity supply cost, and fuel 
and transportation expense. It is sorted in the range of 10,000 baht. 
 
Table  4.14 Material cost share of OTOP firms in 2010 
Material cost share 
Scale (Baht) 
Number of firms % 
0-10000 12 5.10 
10001-20000 9 3.83 
20001-40000 21 8.94 
40001-60000 12 5.11 
60001-80000 27 11.49 
80001-100000 30 12.77 
100001-120000 23 9.79 
120001-140000 12 5.11 
140001-160000 16 6.81 
160001-180000 11 4.68 
180001-200000 5 2.13 
200001-220000 6 2.55 
220001-240000 2 0.85 
240001-260000 3 1.28 
260001-280000 5 2.31 
280001-300000 2 0.85 
300001-320000 2 0.85 
320001-340000 3 1.28 
340001-360000 3 1.28 
360001-380000 3 1.28 
380001-400000 2 0.85 
400001-500000 9 3.83 
500001-600000 2 0.85 
600001-700000 4 1.70 
700001-800000 2 0.85 
800001-900000 0 0 
900001-1000000 0 0 
1000001-1500000 0 0 
1500001-2000000 1 0.43 
2000001-2500000 2 0.85 
2500000-3000000 2 0.85 
3000001-3500000 3 1.28 
3500001-4000000 1 0.43 
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(Continued) 
Material cost share 
Scale (Baht) 
Number of firms % 
X  248700.5  
Median 105500.0  
Range 3992057  
S.D 543014.8  
Kurtosis 23.986  
Skewness 4.788  
 
Source: Author   
 
 Table 4.14 indicates that the average cost share for material expenditure 
is 248,700.5 baht per year with the standard deviation 543,014.84 baht. The 
median of this figure is 105,500 baht. 
 
 4.3.4 Labor cost share of OTOP firms 
 Third, it is also very important to consider the labor cost share because it 
directly affects the economic well being of the workers working under OTOP 
project. The raw data obtained is grouped into the range of 5,000 baht. 
 
Table  4.15   Labor cost share of OTOP firms in 2010 
Labor‟s share  Scale 
(Baht) 
Number of firms % 
0-5000 8 3.40 
5001-10000 14 5.96 
10001-20000 21 8.94 
20001-30000 15 6.38 
30001-40000 21 8.94 
40001-50000 30 12.77 
50001-60000 24 10.21 
60001-70000 17 7.23 
70001-80000 17 7.23 
80001-90000 13 5.23 
80001-100000 5 2.13 
100001-110000 6 2.55 
110001-120000 6 2.55 
120001-130000 1 0.43 
130001-140000 3 1.28 
140001-150000 3 1.28 
150001-160000 4 1.70 
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 (Continued) 
Labor‟s share  Scale 
(Baht) 
Number of firms % 
160001-170000 0 0 
170001-180000 3 1.28 
180001-190000 3 1.28 
190001-200000 4 1.70 
200001-300000 5 2.13 
300001-400000 2 0.85 
400001-500000 1 0.43 
500001-600000 2 0.85 
600001-700000 2 0.85 
700001-800000 0 0 
800001-900000 3 1.28 
900001-1000000 2 0.85 
X  94430.0  
Median 54000.00  
Range 931218  
S.D 149877.6  
Kurtosis 17.178  
Skewness 4.003  
 
Source: Author   
 
Table 4.15 shows that cost share contributed by workers is mostly 
40,001-50, 000 baht (12.77%) a year while the average  expenditure paid to 
workers is 9,443 baht; the median cost share figure is 54,000 baht.  
 
4.3.5  Capital cost share of OTOP firms 
Finally, regarding the capital cost share of OTOP firms,  as well as the 
other costs, it is the indicator that describes how easy it is to start the 
community business. If the OTOP firms require large amounts of capital cost, 
they might depend largely on the Thai government support.    
 
 
 
 
. 
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Table 4.16  Capital cost share of OTOP firms in 2010 
Capital ‟s share scale 
(Baht) 
Number of firms % 
0-1000 46 19.57 
1001-2000 29 12.34 
2001-3000 16 6.81 
3001-4000 23 9.79 
4001-5000 22 9.63 
5001-6000 20 8.51 
6001-7000 7 2.98 
7001-8000 9 3.83 
8001-9000 5 2.13 
10001-15000 26 11.06 
15001-20000 16 6.81 
21000-25000 9 3.83 
25001-30000 1 0.43 
30001-50000 2 0.85 
50001-70000 2 0.85 
70001-90000 2 0.85 
X  7356.42  
Median 4351.00  
Range 74959  
S.D 9936.35  
Kurtosis 17.882  
Skewness 3.57  
 
Source :Author 
 
Table 4.16 shows further that the mode value of the cost share for 
material is 0-1000 baht while the average expenditure is 7, 356 baht; the 
median of capital cost share is 4,351 baht. 
 
4.4  Test the mean of total revenue of OTOP  product sales of each region 
   Regarding the dissertation hypothesis (1): the mean of total revenue of 
OTOP  product sale of each region is significantly different.   The study 
analyzed 42 months of OTOP revenue including :total revenue of product sale  
from October,2009 to 2011,  42 months in total classified into  4 regions, 
north, central, south, and northeast. 
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 By using ANOVA  techniques with 5% significant level, the result  
shows that the mean of total revenue of product sales are different with regard 
to regions as presented in table4.17,  
 
Table 4.17 ANOVA 
source 
Sum of 
Squares 
Df Mean Square F Sig. 
Between Groups 3.96E+19 3 1.32E+19 31.931 0.00 
Within Groups 5.79E+19 140 4.13E+17     
Total 9.75E+19 143       
 
   The author used the analysis of variance  to test for the equality in order 
to use the equality of  sale‟s  mean of the 4 regions. The hypotheses tested is 
   H0 : µ 1 = µ2  = µ 3  =µ 4   
   H1 : Not all the means of OTOP product sales are equal. 
   Where  µi  = mean of  the ith  OTOP sale in the four regions.  
   µ 1=  mean of  the OTOP sales in the  central regions 
   µ2  = mean of  the OTOP sales in the  northeast   
  µ 3= mean of  the OTOP sales in the  north 
  µ 4= mean of  the OTOP sales in the  south. 
  The  degree of freedom for the t value is 3 and the level of significance 
is α=0.05 due to sig value =0.00< 0.05.  It indicates that the null hypotheses 
should be rejected. So, the means of OTOP product sales in the four regions 
are not equal. 
 
4.5  Cost share Analyzed by Cobb Douglas Function. 
Typically, inputs are calculated in terms of services of the input per 
unit of time. But this kind of data is generally not accessible.  Therefore, in 
empirical studies inputs are measured by the amount of input  utilized in the 
production process. The number of wages paid  measures the input of labour. 
The capital input is measured by the amount of capital stock used in the 
production process. The expenditure of purchasing material evaluates the 
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material cost. To answer this research question, I also quantified the payment 
for the leader or the owner of the OTOP group. 
       Production functions used as our main model could demonstrate the 
following concepts:  
  1. The efficiency parameter which indicates the state of technology 
indicates the efficiency of production. 
  2. The marginal productivity of the factors of production  
  3. Relative factor cost share or intensity.  
  4. Partial elasticity of output with respect to inputs 
  5. The returns to scale of the production function 
      Regarding the dissertation hypothesis (2): there are  significant uses  
of  factors of input including material, capital,  entrepreneur  services, and   
labor services in the Cobb- Douglas production function. 
 
Table 4.18  Results of multiple regression analysis 
sale Coef. Std. Err. t P>|t| [95% Conf. Interval] 
manager 0.298769 0.015728 19 0.00 0.26778 0.329758 
materials 0.395101 0.024205 16.32 0.00 0.34741 0.442792 
labor 0.281297 0.026662 10.55 0.00 0.228764 0.33383 
capital 0.03607 0.014167 2.55 0.012 0.008156 0.063983 
_cons 1.312071 0.148039 8.86 0.00 1.020385 1.603756 
 
    Number of observations  = 235 
 F( 4, 230)   = 1636.49 
 Prob > F   = 0.0000 
 R-squared   = 0.9661 
 Adj R-squared  = 0.9655 
 Root MSE   = .22469 
 
. 
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   This is an estimated production model of the OTOP production in the 
north of Thailand: 
   LnQ   = 1.312 + 0.299 manager* + 0.395 materials*+0.281 
labor* +0.036 capital* 
 Adjusted R-square  = 0.9655 
 F     = 1636.49 
 n     = 235 
 
   Interpretations of estimated regression above are as follows: 
    1. All parameters of independent variables are significant with a 95% 
confidence interval. 
 2. All four factors determinedly (with p-value much less than 0.05 
significant level) explain about 96.5% of the change in OTOP production. 
 3. The productivity growth or the growth of total productivity is equal 
to 1.312%, (Intercept of the regression), meaning that there is productivity 
improvement in the OTOP industry. 
   4. Cost share of materials is the highest among factors of production, 
meaning that most of the expenses were paid for materials followed by 
payment for managers, labor, and capital. 
    5. Cost share for the manager is not much higher than labor but much 
higher than capital. This means that at present beside materials the emphasis 
is on the use of labor as a key factor in the production process. 
Summary: the most important factor in terms of cost share (or the value 
of that factor in a product) of the OTOP industry is materials. Manager or 
knowledge worker is the second most important factor, followed by labor and 
capital. It's an indication of how important management is in the production 
process of this labor intensive but creative industry. There is also a sign of 
progress in productivity of this industry. Therefore, to help the OTOP project 
to still be relevant in the Thai economy, the right support  from the 
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government should be continued and improved. 
 
   The results from table 4.18 are as follow:  
 4.5.1 Entrepreneur  payment coefficient (manager) 
  The entrepreneur payment coefficient is positive and statistically 
significant. The implication is that entrepreneur payment is proactive, 
contributing positively to output. Assuming the increase in manager‟s pay of 
1%, there will be an increase in the cost of production by 0.299% 
 4.5.2Material consumed coefficient  (materials) 
  An encouraging factor noticed from the results is that material 
consumed is positive and statistically significant. The implication is that 
material consumed is proactive and contributes positively to output. 
Assuming the increase in material expense of 1% , there will be an increase in 
the cost of production by 0.395% 
 4.5.3 Wages coefficient (labor)  
  The wages co-efficient is positive and statistically significant. The 
implication is that wage is proactive, contributing positively to output. 
Assuming the increase in labor cost of 1% , there will be an increase in the 
cost of production by 0.281% 
.  4.5.4 Capital coefficient ( capital) 
  Elasticity of capital with respect to output (β1) is positive. It is also 
statistically significant. Assuming the increase in capital goods expenditure of 
1%, there be will an increase in the cost of production by 0.036% 
 4.5.5 Economies of Scale 
  In this study, the production function has constant returns to scale  
because 0.298769+0.395101+0.281297+0.03607 =1.01, which is very close 
to one. 
 
. 
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4.6 Case studies 
In addition to the  quantitative study summarized above, the author also 
researched seven cases studies to generate a better understanding. 
 
4.6.1 Dried Banana at Bangathum District 
 This group uses basic materials, raw bananas grown in the 
community. These bananas are very special, namely Maliaeng bananas. As a 
result the group has no shortage problems. 
  They also utilize solar energy to dry the bananas. The leader got 
support from Naresuan University to make the plastic cupboard, and he also 
applied his idea to develop this fool.  
  1. History 
      In 1932, the Luk  family immigrated from a district in the 
northeast of Thailand to Krathum district in Phitsanulok. When visiting his 
relatives at his former hometown, he brought  the special kind of banana, 
namely Maliaseag to plant around his hew family house.  
  Mr. Luk  sent the bananas to be sold in the central part of 
Thailand. Consequently, he chose only bananas that looked nice.  If not, the 
customer might not purchase them. Hence, the other bananas were for 
feeding fish. However, there were a lot of such kinds of bananas.   Later on  
he tried to preserve these bananas by drying them using the naturally strong 
sunshine.  After that ,he served his guests and relatives on their visits  with 
these dried bananas.  Importantly, he found that they liked these dried 
bananas very much. They told  Mr.Luk that  the  dried bananas were very 
delicious and  tasted so sweet.  As a result, he started to think about 
producing these goods commercially. Interestingly, these products have been 
the important part of the Phitsanulok province‟s slogan since 1980s.  When 
people living in Phitsanulok go to visit their fiends or relatives, they always 
buy these products for them. 
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  2. Funding.  He applied for the grant from the government  for 
community development in 2000. The department provided  capital to build a  
building for him  as  part of the   group of OTOP producers.  It cost about 
300,000 baht.   The building is used for  the workers  preparing  the ripe 
bananas  before drying them, keeping the stock of dried bananas, and as the 
OTOP center.           
  3. Market. Currently, he and his family have become one of the 
biggest producers of  dried banana in Phitsanulok province.  His daughter is 
in charge of  a marketing and is an accountant .  Mostly, she has sold the 
products  wholesale  to the supplier company that  arranges the packaging  by 
itself and  put its  brand  name  on the beautiful package. She also sells  some 
products locally  using “ Bangkratum”  which is the name of the OTOP 
group. With selling at the wholesale price, she could earn about 200,000 baht 
monthly. As she sells most products wholesale and the brand name 
“BANGKRATUM” is quite famous, she does not pay attention to participate 
at OTOP fairs either at the national or regional level. Furthermore, she told 
me that  en years ago she also had some orders from abroad, but she didn‟t 
have the potential to produce a lot of products. So, she canceled these orders. 
I asked her about the local market at  Wat Yai which is the most famous 
tourist place in Phitsanulok. Her answer was, “I could not get cash. I had to 
wait until they  finished selling the  products. Additionally, I must take the 
products back when the sellers could not clear the products.” 
  4. Factors of Production. This producer used the green bananas  
growing locally since  many  villagers grow  banana  trees named “ Maliong “  
in their  gardens. Sometimes, they buy the bananas from the neighboring 
districts. It is not so difficult to find the green bananas in Thailand because  
we can plant them easily.  In 1993, he donated about 6 acres   to the 
Chaipattan Foundattion to carry out   producing dried bananas and enhance  
other people‟s living  in this community  as he had become the head of the 
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district. Due to the mass production, he keep trying to innovate the tools 
utilizing the strong sunshine to dry banana. In 2009, one of the Associate  
Professors working  for the university in the northern area got some grants 
from the Thai government to conduct research about using the solar energy to 
dry bananas. They built the big tin boxes to put ripe bananas inside to get rid 
of the fly swam and also the dust. It was found that  there were a lot of stems 
inside the box, and that caused some fungi. After that he keep thinking about 
other types of useful boxes. Finally, he succeeded in  making the wooden 
boxes with some iron screens. He is very proud of these boxes. He has done 
this enterprise with his wife, and daughter who is very helpful in marketing.   
    5. Management. His wife and daughter help him to do this 
business. They hire  other members, 10-15 persons  to make dried banana . 
These workers are paid  by piece of work, such as cutting the green banana 
and grading the dried banana.  Although the profits are divided in his family, 
this business could create significant employment and finally a lot of extra 
income for villagers, about 150 baht per day with labor share accounting for 
14% and management  accounting for 28% of total the revenue. 
    6. Interaction with others. This family has a good relationship 
with the government  officers because Mr. Lak was the former leader of the 
district. He knows how to approach and apply for some grants. Now a day, 
many groups of scholars continue visiting his OTOP center. Importantly, his 
daughter has made a contract with s big company to sell their products every 
month. 
     7. Challenge and future 
       When asking them about the future of their business, they said 
“no problems. “  I totally agree with them. Their business does not largely 
rely on the price of oil; the major material is bananas produced locally, and 
they do not use any skilled labor. However, the dried banana business is in the 
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monopoly market The producers must keep on establishing differentiate 
products.  
 
     4.6.2 Craft  and Scorpion  
1. History 
   Mr. Song lived  with scorpions in a two story  wooden house on 
an area of  0.4  acres in a small village a the local area about 150 kilometers 
from Uttaradit province. Mr. Song   decorated inside of his house like a cave 
in the valley to make it suitable for scorpions. Moreover, there were  many 
kinds of artificial animals such as spiders, ants,  and cicadas made from  
leaves, wood, rubber and lace.   
 In 1996  Mr. Song began his scorpion career selling to both 
foreigners staying in  Thailand and abroad to cook them with alcohol or 
drugs. People believe that a scorpion is good for health as it alleviates some 
sicknesses become better, for example it improves blood circulation.  So, the 
district  released the interesting information to promote tourism.  He sold 
nearly 10,000 scorpions a month for 5-8 baht each. After 10 years, he was 
familiar with these kinds of animals, and then  he began to  feel sympathetic  
towards  them. So,  he stopped selling scorpions in 2005. .However, he still 
lives with thousands of  scorpions meditating and compassionate giving. As a 
result, they could live without hurting each other.  
  Interestingly, he mentioned about government officers. There 
was a serious conflict between himself and the government officials. He was 
the key person who proposed the dirt museum project, but he clamed that it 
was not located in a suitable area. As a result, there were very few travelers 
who visited there.   Therefore, he developed his own new crescent at the heart 
of  Uttaradit  Province.  
   Mr. Song said the building was home to scorpions. It was similar 
to the natural world. It was  made from dirt and had high humidity . 
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Furthermore, it might l also serve as the venue for  study by students and a  
major attraction of tourists, Apart from that, it  is a place to  show the OTOP 
products  of Uttaradit Province. 
  2. Funding 
 A few years ago, he borrowed some money from a commercial 
bank in Thailand with support from his friend. He had to bring a credible 
person to guarantee him, and his friend  borrowed some part of the  loan.  
Finally, he couldn‟t get that money back.  Now a day, he cannot borrow from 
the bank. This shows that the borrowing system in Thailand is not easy to 
access. 
  3. Production 
   In 2009, he established the learning center  about scorpions in the 
heart of Uttaradit province. He wanted to encourage children and teenagers to 
learn about the ecology. We could call  his business is eco-tourism.  
  Currently, Mr. Song is trying to establish a new business.  He 
started to build two small  houses in the tree and a dirt house to stay in too. 
Home stay or houses in the tree, he said, ” They are very creative products.” 
He also emphasized  that  his new business is consistent with one of the most 
important national policies focusing on opening a new border trade area with 
Laos in this area. In the lower northern part, there is only one famous border 
trade area with Mynmar in Masoed in Tak province.    It has been a famous 
tourist place for both Thais and foreigners. He hires 3-4 local workers paying 
a  wage of 200-300 baht a day. The less he can sell his products, the less he 
hires workers. Moreover, he has often been invited to teach in several 
educational institutions.  This also causes him to lack time to make products. 
Incredibly, Mr Song has professional skill in making many interesting 
products from  pieces of wood falling from the trees in the natural forest. He 
appreciates  the beauty of nature in his local area. More importantly, he can 
also do it for a living. He said, “ Forests are naturally  fertile.”  However, 
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many people overlook the  beautiful natural wood. When they cleaned their 
house area, they set fire to their own land  to grow corn plants without 
paying attention to this wood. As he has  a conservationist spirit, he tries to 
find a way to solve these problems. So, he  informed these people of   the 
worth of scrap wood by showing that  the wood can be used as input rather 
than garbage. First, he could not imagine doing anything.  He collected this 
kind of wood and kept it at his house using trial and error for a long time.  
Other villagers said that he was likely crazy. Later, they came  to understand 
what  he has done  more and more. Mr. Song started making a heap of scrap 
wood. Most customers agreed that his products are unique.   His products 
have been fabricated into a variety of over 1,000 pieces of work which 
provides us with some interesting stories, such as life style and also 
philosophical reflection. Mainly, the products are for decoration. Urban 
people and foreigners like these goods more than the local people. These 
goods have become OTOP products now. 
     4. Marketing 
    The national trade fairs are extremely an important market 
channel for him.   However, the number of booths are limited.  So, the 
government officers must randomly selected products like a lottery. 
Fortunately, he won the lottery for the second consecutive year.  He told me 
that he not only received the sale value at 80,000 baht for nine days, but also 
got  some  orders from the customers that  were worth about 100,000 baht.  
Furthermore, he is always engaged in the regional trade fairs set up twice a 
month around Thailand where the rental of the booths is free. Generally, he 
could earn 60,000 baht monthly.     
 Mr. Song claimed that the star contest was not judged by a 
professional committee. For example, some of them were not specialist in 
Art. As a result, some years, he got 3 stars while other years he received 4-5 
stars.  As mentioned above, his products are made from natural materials 
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collected in the local area. His products‟ coloring is plain.  Because of this, he 
could often not join the national trade fairs which are his main target market. 
  5. Management.  As he is the owner of the business, he also 
makes decisions by himself. He has a bachelor degree from the community 
university in Uttraradit province. 
   6. Real economic impacts.  His career is making crafts. He is an 
artist. Not only can this enterprise generate the major income for his family 
and his employees, but also it provides the special place for tourism. Many 
tourists have visited his scorpion center.    
   7. Challenges and future 
  From my opinion, he is very good at advertising. He knows how 
to attract the customers. Currently, a T.V program from abroad has made a 
documentary about his daily life with a lot of scorpions.  A few years ago, a 
Thai television channel made a short film about him. As a result, he has 
become very famous along with his products.  The materials he used in his 
production are available locally. Thus, the most important input factor for his 
business is his creative thinking.  I had a nice talk with him which gave me 
confidence in  his wisdom. For example, when I asked him about his works 
that had been often copied by others, he answered that he could not avoid 
such things; however, it made him keep inventing new products. 
 
   4.6.3 Ban Natonchan 
    1. History 
   Ban Natonchan village  is located  near the Sukhothai historical 
world heritage site  which  is one of the best historical sites. It is  a small area  
that has lots of trees in the family of Legwnino sae papilionoideae. Thus, the 
village was named after them. Bannatonchan was founded about 160 years 
ego . People migrated from  several villages in the northern region including  
Lampang province and Uttaradit province to Sukhothai province. The 
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language used is the language of the upland landscape. Growing rice is still 
the main source for  earning  a living. In addition, they also have some fruit 
gardens, such as Langsad, longgong, banana trees, durian, Mafi, etc. Durian 
and Longong are exported to other countries every year. 
 Sang  is the leader of the community group producing old 
traditional  cloth into the muddy bucket for a night. The weaver group at 
Bannatonchan named “ Farm Women's Groups ” was initiated in 1989  with 
21 members. They started their business  by planting maize and banana trees 
and processed bananas to  acquired  money for the group. Until 2001, the 
Department of Community Development provided them with financial 
support of 25,000  baht . They used this amount of money to buy yarn and 
cloth for weavers to sell  both in and outside the village. Consequently, the 
group  established a career in the textile field  to receive more supplementary 
income. There set up a board of 15 people.  Then, they applied to be included 
in  the OTOP project in 2002. Their performances were so good that they 
obtained very high scores from the Rural Tourism Industry Organization 
incorporation with the Japan Bank International Cooperation: JABIC. 
  Thailand's Department of Industrial Promotion (DIP), Ministry 
of Industry, considered the villages that produced high-quality handicrafts 
(e.g., textiles and woven bamboo crafts) as "industrial villages."  It  
implemented   "The Tourism Promotion for Industrial Village Development 
Project" with a focus on 20 selected villages from around Thailand with 
tourism resources in their vicinity. This project was aimed at raising the 
income of local citizens by establishing a community center in each village 
and using it as a base for the production and marketing of handicrafts and for 
the creation of linkages with surrounding tourist areas.    Generally,   JBIC 
offers a yen loan for infrastructure for the  rural development scheme.  This 
project was   the exception  which showed that it was a new cooperation 
channel between Japan and Thailand. In addition, Japan International 
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Cooperation also supports technical assistance and market promotion in 
Japan.   
 Apart from that, in 2006  the Bannatonchan weaving group 
applied to be the community enterprise under the Community Enterprise 
Promotion Act of 2005. Their products have been selected as  a five-star 
product. These products are colored by naturally dyed mud with this idea  
originating from local wisdom.  Mud clothing have been very popular due to 
its unique  soft texture which makes it smooth  and comfortable .Importantly, 
the colors of the fabrics are  the earthy tones that are in line with the tastes of 
foreigners. This unique technique was used in ancient time and rediscovered 
by a villager by chance.  After working all day, clothes were dirty with mud, 
and she found that the old fabric was soft and comfortable to wear with even 
more weight. Then, she developed a mud dipped textile fabric for her 
weaving group.  
 2. Funding.  
   Mrs. Sang got  a grant provided by ABIC to participate in 
“Industrial Village Development to Promote Tourism” in 20 villages across 
the nation. The training program brought 20 community leaders to   Uchiko 
and Tomiura  towns to learn the real lessons about managing home stay in  
the rural area. She has applied the knowledge gained from the study visit to 
proceed in their home stay scheme. In addition, JABIC also provided a large 
number of grants to build the  learning center for the women‟s group. It 
amounted to about 2.8 million baht. 
 In addition, JABIC also provided a large number of grants to 
build the  learning center, 3 buildings for the women‟s group. It cost 2.8 
million baht.  Regarding the government policy to support the products, she 
claimed that her group always submitted the project to the  government 
organization involved every year especially  for the training programs. She 
said that any OTOP group could send  a project to get some support from the 
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government without regard to the star certificate. The main reason for 
obtaining strong assistance is the performance after a training program. It 
means that any group must present the progress or development of their 
products. Furthermore, the support depended heavily on the policy provided 
by the provincial government agents.  In 2002, this group borrowed 30,000 
from Thailand's Department of Industrial Promotion. After it paying back a 
few years later, they have never been in debt anymore. They use their 
turnover that increases every year. Currently, they have 750,000 baht.  
 3. Factors of Production 
 Presently, all 164 members weave for the community group. 
They have not had to hire others.   In other words, there is abundant labor for 
weaving. With regard to the yarn, this OTOP producer buys the yarn at the 
wholesale price.  The mud used in the coloring process is locally available.  
The board members are the entrepreneurs who take responsibility for making 
any decisions. They buy the yarn from Chiangmai province and ask the owner 
to send them these goods by the parcel service and delivered to them by a 
postman. When they go to Bangkok to sell their products, they take a bus. 
Unlike many other groups, a pickup car is not the key factor of production for 
them. t 
 The significant things are the farm-home stay program and 
traditional textile products. This program allows the tourists to learn about 
agriculture and a have deep experience in the tradition and rural culture, such 
as the rural dishes. The crucial morning activity is to offer some food to 
monks in front of the home. They welcome their guests by arranging the  Thai 
Blessing Ceremony; everyone  has dinner together in the northern style.  After 
that,  the village elders  bless their guests. In addition, the other activities 
include a visit to Ta Wong or Grand Pa Ta Wong, and one of the important 
elders demonstrates making the special Local Gymnastic Doll. They not only 
watch a demonstration of making fermented mud cloth, but they also  try to 
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do it by themselves. Finally, they go shopping for the products at the leisure 
center. 
  4. Marketing 
 Mrs. Sang  and other members  are pleased with OPC 
certification of  4 or 5  OTOP stars. So, they are always  selected  to sell  their 
products  at the national trade fairs  yearly. With the high rank certificate they 
received, they set up a small shop at Jatrujak Market  in Bangkok as well. As 
a result, some of the members must go to the shop 2 days a week, from Friday 
to Sunday.  They rotate to be the sellers, 2 persons every weekend being paid  
300 baht a day each. More interestingly, they go to Bangkok by  bus and stay 
with their relatives. It is seen that they must pay the attention to the costs 
incurred. In addition, the members who made the textiles at the center also 
have the duty to sell the products without extra payment.     The leader‟s 
daughter, Mrs. Sa, is the key person who is the seller at the shop in Bangkok 
and at the center in the village. 
 The committee apply the law of demand by providing a limited 
supply. They sell their  special textiles only at the center in their village, in 
Jatrujak market in Bangkok, and some interesting trade fairs. They do not sell 
the products in mass to the shops in any provinces. 
 With regard to the home-stay, they try to use the vegetables 
available locally and fish in the small ponds around their homes. 
 Since 2011, Natonchan has been one of the interesting sites of a 
TV program which  is the  important Thailand Broadcasting Cooperation 
Chanel, focusing on the national tourism spotlight.   
 The villagers demonstrate how the mud clothing process to 
visitors and leave them to do it on their own. This group also encourages 
conservation and the value of tourism resources in this local area. In addition, 
it creates a sustainable revenue through the tourism home-stay. 
 The textile products include scarves, shawls, skirts, and blouses. 
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 There is an elephant center to help the living elephants that are 
abandoned and abused. Elephants here have been helped to live naturally 
without having to train to draw, beat drums,  play as circus clowns. 
 Tourists enjoy the facilities and hospitality of the villagers. The 
villagers welcome them and are friendly. The tourists come to learn cultural 
and customs. 
 The Tourism Authority of Thailand also helps the community 
group to promote the home- stay business by having the International School, 
Kardinia, from Australia visit Natonchan twice a year. Interestingly, in 2012, 
the organization encouraged this home-stay group to apply for  the PATA 
Gold Award the  objective of which is to encourage traveling  to the Asia-
Pacific region. Both the Sukhothai Airport and Natonchan  were the winners 
in that year.    
    5.Management. 
   Originally, the others did not agree to do the home-stay learning 
from Japan. There were many objections because they thought that the 
scheme might change their life-styles. Apart from that  the worried about how 
they can adapt themselves. As a result, Mrs.Sang, the very determined leader, 
did the home-stay on her own. She had to put a lot of effort into this activity 
to make the members accept it. When the others saw that it was not so 
difficult to do this project, they  gradually applied for home stayed 
membership. Currently, there are 13 families that do this community business.  
 The structure of the organization is divided into four divisions 
including marketing,   finance , production, general affairs, and accounting.   
Every two years, they select who will be the head of each division along with 
two assistants. This community group set a very clear regulation to divide the 
benefits. The group now has a turnover of about 725,000 baht. At the end of 
the year, the group will divide the profits which are classified as follows: 
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     1. For shareholders.  The proportion is divided by the 
number of members and depends on the profit. In 2011, it was 15% per share. 
      2. For public interest. The community enterprise donates 
some money to the village and the elderly foundation.  
      The rest is accumulated for the turnover. 
    5.Natonchan Home stay rules and procedures. 
    1) Please book in advance with the president of Natonchan 
homestay or whom it may concern. 
   2) Study the rules and procedures. 
   3) There are 12 houses that can accept not more than 70 
visitors. 
   4) Entering and leaving from the home should be between 
6 a.m. and to 9 p.m. 
   5) Wear polite clothes. 
   6) Please prepare your personal stuff, for example your 
towel, soap, toothbrush, toothpaste, and medicine. 
   7) Men and women normally stay separately. 
   8) Register at the house giving an ID card number, phone 
number, nationality, and your personal health conditions, etc. 
   9) Payment is in Baht:  home stay including dinner and 
breakfast and visiting the village is 350 baht/person. If you come in a group 
(more than 30 persons) there will be a night show. Please pay 50% deposit in 
advance. Thai and foreigners are the same price. 
     6. Real economic impacts.  
 Weaving is the hobby of villagers  to earn the extra income. 
Besides it strengthens their relationship in the society as they could have a 
nice talk during weaving. The implementation of One Tambon One Product 
and One Village One Product in Bannaton Chun village in Sukhothai 
province is the exceptional example of a community driven development 
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process which is the most popular strategy in developing countries. The 
community group try to use locally available resources to produce value-
added products. In addition, they have adopted the self-sufficiency economic 
philosophy. The group have created their own brand entitled “Pha Muk Clon 
Natonchan which has become well known over by time. The community has 
established two significant projects, Pha Muk Khon and Home stay . In 
addition, there are a community development learning center and a textile 
shop. Nearby Bannaton Chan there is the unique products of dolls produced 
by Ta Wong, an elderly  local man . The dolls he makes can be used for 
physical exercise as they use the hands to squeeze the doll, so it is like a sport.  
Moreover, there is the elephant center which cares for the abandoned and 
abused elephants.  Elephants here can live like wild  elephants without having 
to draw, beat drums, or play as clowns. These elephants do not have to carry a 
heavy human on the back that might cause  their bones to become bent or 
even broken. They are also not under the control of a man with a  hook or 
chained anymore.  
 The products made there include scarves,  shawls, and cloth  
with special properties of mud soaked cloth that make the material soft and 
has a long lasting color 
  
    7.Challenges and future. 
 In Thailand,  leisure activities, such as staying in a farm village 
region, enjoying nature, seeing in cultural resources, and interchanging with 
people in a community are called green-tourism. It is thought of as one of the 
most effective means of rural revitalization. In particular, villagers, the 
community leaders, and researchers have paid much attention to the home 
stay management. Natonchan is one of the pioneers in green tourism which is 
now promoted as part of the  national policy. 
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 This village has precious input factors - human resources, social 
capital, and also natural resources, such as fruit gardens that could attract 
many people to visit them. 
    The contributing factors that have made this a successful 
community enterprise at Bannatonchan Village include the following: 
    1) There were active and dedicated leaders who act as the 
initiators of village development 
         2) The high value experience that Mrs, Sang, the leader, had in 
Japan resulted in setting up a similar home stay.  She told me that the 
activities provided to the visitors follow what she saw in Japan 
     3) Public organizations, especially both the  Thailand Tourism 
Organization and the Department of Industrial Promotion,  play a significant 
role. 
       4) They put a lot of effort and also had a lot of patience in doing 
this business, for example going to open the shop at the weekend market in 
Bangkok and try to learn English even they are getting old. 
    However, as mentioned above, we can see that the path of 
success depends largely on the leader, Mrs. Sang, a 60-year old who is 
dedicated and courageous.  Therefore, the group should develop others to be 
valuable leaders. In addition, they should encourage their children to learn 
other foreign languages to welcome the visitors. 
 
4.6.4  Traditional  pre- cooked chili and Lapmoo  
  Mrs. Mou lived in a small village about 40 kilometers from the 
center of Utraradit province.  Her husband and she  were  farmers. They tried 
to find  some additional jobs to earn extra money because growing rice  gave 
her a very limited amount of money.  It depended largely on the weather and 
nature including rain. They often got losses from farming. They chose to 
produce „jardiniere’ or decorative pot  made from clay and then fired in a 
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small kiln. They sold these products for 20 baht each and obtained  7 baht 
profit. They hired some primary school students  to make the products.  At the 
same time , Mr. Bung got a permanent career as a janitor at the primary 
school near their house. She said, “It was hard to get this job as there are 
many competitors. ” Their business had good profits until 1997;  the year that 
the Thai economy experienced a very serious crisis. It resulted in a sharp 
decreased in total sales.  
  They tried to do other part time jobs. Finally, they produced 
„Namprig‟  or ready-cooked chili paste which is a very popular traditional 
Thai dish especially in the countryside. Originally, they were successful  with 
this job, but later on  there were many producers  who entered the market.  As 
a result, there was a pricing war,  and the price went down dramatically. 
She thought seriously about how to make money for her family which 
included her daughter.  Again, she decided to make the other kind of chili “ 
Namprig lap” with a  lot of effort.  They have produced this traditional Thai 
cuisine  with good and hygienic  procedures . Therefore, they could get the 
certificate from Food and Drug Administration Board that is very difficult to 
obtain. 
  Interestingly, she got a very huge benefit from joining the OTOP  
scheme by chance. When the government at  the provincial level in Utraradit  
established an OTOP fair in 2008, her husband and daughter went to 
participate in the fair  as they wanted to sell the ready-made chili with pork or 
„Lapmoo‟ using a  northern formula. Firstly, she felt ashamed because she 
had never cooked this kind of food to sell in a big fair like this. So, she stayed 
at home while they were at the fair. However, she wanted to know what was 
going on.  Finally, she went to the fair and saw that they  just prepared   some 
raw material. They were waiting for her to cook „Lapmoo  with a northern 
formula‟.  After she finished cooking that dish, she could sell a large amount 
of this special food.  This event was very impressive for her and her family.  
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It also created very high self confidence.  From time to time, they always 
participated in the fair established in a region.  More importantly, her home 
made business was selected to be included in the OTOP National Fair held in 
Bangkok two times a year . She said, “People  living in Bangkok  and nearby  
love to join the OTOP  Fair.  It is clear that OTOP has been  very helpful for 
her. Three  years ago, they could buy a new car to use in their job, and in 
2011 they also purchased a new one for their daughter to go to the college. 
 Mrs. Mou runs  the business with her husband. They don‟t hire 
any workers.  So they could not get the five star level as the award largely 
depend on the number of worker „s as a criterion.  However, they were 
selected to sell  “ Lapmoo with a northern formula” every year (two times a 
year) .   Furthermore, she  told me that she could obtain about 25,000 baht 
revenue everyday at the National Trade Fair. It means that she earns a profit 
of about 12,000 baht .  She  added that others  selected to participate the 
Trade Fair in Bangkok  were successful too. 
 Her daughter who will finish her bachelor degree in Public 
Communications asked her  “Is the profit  you always  get when joining the 
National Trade Fair is 7000 baht a day?” because she  might receive only 
15,000 baht per month if she could find a job which is quite difficult in the 
current economic  situation. As a result, her daughter will help her parents to 
cook this kind of food. 
  Mrs Mou emphasized that the  significant points that led her to 
succeed in OTOP  are as follows: 
    1. Try to investigate food that was produced in the ancient time 
as  currently many Thais would like to eat it. 
    2. When her husband and she decided to make some products , 
they had to do it by the best procedure. Therefore, the products could be 
certified. 
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Table 4.19 Cost share  
Products 
Revenue from 
selling / month 
(baht) 
Worker(s) Cost Profit 
Numprig lab 30,000 - 15,000 15,000 
Lab 75,000 - 30,000 45,000 
Total 105,000 - 45,000 60,000 
 
Source:  Calculated by author  
 
            4.6.5 Rice Chip at Prongnok 
   1. History 
     Mrs, Pun, a 65-year old,  lives in Ban Prong Nok  village,  
located in Phrompiram district, 30 kilometers from Phitsanulok City . This 
area experiences a very heavy flood almost every year. So, it is a difficult for 
them to earn a living just on  farming rice. With the suggestion of government 
officers of  Community Development,  Mrs.Pun started to produce traditional 
brooms and rice chips in 1999. However, she  paid more attention on the 
latter than the first. 
    Her husband passed away about 10 years ago. Therefore, she  
stays  with her son, daughter-in-law, and 2 granddaughters.  While her elder 
grandchild is studying in business management at Naresuan University, the 
younger  is studying at the primary school near her house. 
In Thailand, we eat rice chips as a snack even though it is not as famous as 
the  other snacks produced by the big companies.  As the price is quite cheap, 
it is consumed by the local people, especially for the ordination ceremony and 
other parties. 
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     2. Funding 
    With 15 members, she applied to participate in the OTOP project 
in 2001.  After that, she obtained huge support from the government in the 
form of a building and tools which cost about 260,000 baht. Presently, she 
uses capital goods for her family business  as the others are leaving the group.  
As a family business, they make decisions by themselves. 
     3. Factors of Production.  
    The building obtained from the related government organization 
is classified as the standard one. She still asked for some more tools to replace 
the old ones, but they declined because it is recognized that this business is of 
single ownership. However, the officers involved keep providing her some 
important training courses. The main purpose is to encourage her to improve 
the quality of the products to get the higher certificate level.  
      Other materials, such as flour is bought  from Phitsanulok 
province. Currently, many consumers are concerned more and more about the 
healthy food. Therefore,   Mrs. Pum tries use some vegetables, especially 
pumpkin as an ingredient in her products. The price of this vegetable is not 
very expensive, and it is available locally.  However, they must face the 
problem of preservation of the rice chip rice, especially the expired date. 
With regard to the labor supply, most of the work related to the business they 
do themselves. As a result, they don‟t pay attention to the scarcity of workers. 
Apart from that, Mrs. Pun has taught her 13- year- old granddaughter to make 
the rice chips. 
      Currently, Mrs. Pun does this business with her son‟s family.  
They obtain about 100,000 baht per month from selling rice chips and the 
estimation of the profits is  approximately 60,000 baht a month.   She 
sometimes hires 3 neighbors to help her make rice chips temporally. They 
earn approximately 2,500 baht a month. Surprisingly, she could produce 
about 200 kilograms per day by herself. Thus, in ten days, she could 
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accumulate 2,000 kilograms. They always offer any customers who order at 
least 300 kilograms each time with direct delivery for an additional cost of ten 
baht per kilogram.  So, the pickup truck is very significant for this business. 
           4. Management 
     Mrs. Pun brought her group to register as an OTOP community 
group, but in reality she did the business mainly with her son‟s family, so 
other members do not pay attention to this job. In addition, three members of 
the group separately produce on their own and sell their products locally and 
in Phitsanulok province. They prefer to produce rice chips by themselves 
without joining the OTOP project. They prefer to sell the rice chips for  5,000 
baht a month which after subtracting the cost of production means that  they  
receive a profit of 2,000 baht per month. 
    5. Marketing   
  Place -based delivery service is the most important strategy for 
doing her business. Consequently, she asked her son and her daughter-in-law 
to quit their jobs in Bangkok  and join her instead. The couple take the 
responsibility to drive their own car to send the products to the customers‟ 
places around Thailand. Fortunately, most of the buyers are in Bangkok and 
the northeast about 600 kilometers  from  Phitsanulok province. 
  Furthermore, the other granddaughter, a university student in 
Phisanulok province does domestic marketing. She always participates in the 
OTOP trade fair launching in the province. She could sell 20,000 for a week. 
She commented, ”The amount of sales here is lower than that of in the 
northeast because the trade fairs in Phitsanulok province are happen so often. 
Besides, this kind of food is new for them. There are not so many rice chip 
producers.“  
    6.Real economic impacts. 
   Unlike many other OTOP enterprises, it  creates major income 
sources, not only additional extra money. In particular, her elder grand 
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daughter, who is the university student, has learned a lot about management 
and marketing from this business . This can be called “learning by doing” 
which is a very good process. In the near future, she will be self-employed.  
Additionally, the rice chip firms increase demand for rice that will lead to an 
increase in the price of rice. Consequently, the Thai farmers might be better 
off. 
  7. Challenge and future. 
  This enterprise dos not worry about the scarcity of  labor  
because it depends  largely  on the labor service in the family.  The major 
material is rice bought easily in the province. The most important difficulty 
they face is the limitation of demand for their goods.  Particularly, market 
competition is intense with many manufacturers. Also, their  product‟s brand  
also cannot attract buyers. 
 
4.6.6 Kwanjai house wife group: Sugar Palm Juice. 
 1.History 
  The Kwanjai house wife group is  located in Phitsanulok 
province.  It was established in  1995.  Its unique products are delicious sugar 
palm juice. Before the government agency supported them to establish the 
community enterprise, many villagers sold this juice along the road side from 
Phitsanulok  to Chiangmai province. Many travelers liked to drink the iced 
sugar palm juice sold in a small plastic bag because it has a good smell and is 
delicious. Approximately 60 families worked for producing sugar juice as the 
minor career after working in the rice farm. The problem   was the quality of 
the sugar palm juice was not hygienic enough.  It became spoiled and 
perishable in a very few hours. If any people drank the perishable drink, they 
might have a serious stomachache. Many customers often complained about 
this issue to the government agency  concerned  about impurity and the 
quality of the products. Moreover, they realized that the additional income 
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from selling palm juice was very important. Consequently,  the District 
Agricultural Office encouraged  the establishment of a farming women‟s 
group.  Initially, there were 23 people who   gathered to gain knowledge in 
the processing of  sugar palm due to the lack of a standard production, 
 This area is abundant in sugar palm trees which are valuable 
resources. There are by about 12,000 sugar palm trees , most of which  are 
approximately 40 - 70 years old. This plant is so called Asian Palmyra palm 
or Toddy palm.  Actually, the sugar palm can live over 100 years. This plant 
grows in the tropics of Asia, Africa, and South America. A sugar palm was 
brought sugar into  Thailand  nearly a thousand years ago as shown in one of 
the main Sukhothai inscriptions (Ramkhamhaeng's stone inscription about 
1826 BC). It is possible that Thai people learned  how to make sugar from 
Indians who came to trade and spread Buddhism in Siam. Palmyra is a plant 
that grows very slowly, but it might live a hundred years. Interestingly, it is 
very easy to take care of. It is not necessary to deal with pesticides and 
fertilizer. 
 In Thailand there are many kinds of sugar including cane sugar, 
coconut palm sugar, palm sugar, and honey sugar. In Thai,  we say  “ 
Numtan”  which is  "sugar". Therefore, it would mean that in the ancient time 
sugar was made from the sugar palm tree. Fifty years ago, the local people 
preserved the sugar palm juice by processing it in the form of dried cubed 
sugar. It was used for cooking or eating as a sweet throughout the year.  
  The word "tan" is a Palm tree. In other words, in the past Thai 
people consumed cubed sugar palm before changing to use  white refined  
sugar  made from sugar cane. 
 The trees also supply various kinds of food. For example, some 
part of the young fruit plants are cooked as a vegetable. The young jellylike 
seeds are eaten raw or cooked as a sweet. The sugar palm juice can be  
fermented to make a beverage. 
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 Palm sugar is made from the sap of the sugar palm tree. It is 
made by making several slits into the stem of a palm tree and collecting the 
sap. The sap is then boiled until it thickens. Palm sugar is different 
from coconut sugar, which is made from the sap of cut flower buds of 
the coconut palm, instead of from the sap of the tree itself. It is more delicious 
than that of sugar made from sugar cane. 
   However, the price of the first type of sugar is about four time 
that of the latter. Since the 1960s most Thai people have preferred to consume 
sugar made from sugar cane as it more convenient to use and cheaper. 
Furthermore, the producers don‟t want to produce the palm sugar because 
selling sugar palm juice makes more benefit than selling the palm sugar. For 
example, the owner of a palm tree sells a liter of palm juice at 10 baht. He or 
she must use about 10 liters of the juice to made 1 kilogram of sugar palm 
which is sold at 100 baht. However, many Thai people still love to drink fresh 
sugar palm juice.  
 2. Factor of Production 
 The major factors of production of this group are the  palm trees, 
a big pot, equipment for sterilization, bottles for containing palm juice, dried 
wood used as a fuel in the boiling process, climbers, workers, and the leader. 
In order to understand how important each factor of production is, I will 
describe the process as follows. 
   2.1 Palm trees: They are important source factor. The 
villagers believe strongly that their palm juice is more delicious and has a 
better smell than palm juice in other regions due to the high quality of land in 
this area. To increase the number of palm trees, the officials involved support 
the villagers to grow more palm trees in their rice fields, such as in the corner 
of their fields.  Generally, the palm tree grows without negative effects on rice 
plants because they don‟t generate a large shadow. 
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   2.2 Capital goods.  Firstly in 1995, they accumulated 
money capital with 570 shares  and received 57,000 baht. Furthermore, in the 
same year, the  Provincial Agricultural Office in Phitsanulok province 
proposed the budget to support them. The group used this  capital  to purchase 
materials for production, such as gas stove, gas cylinder,  tank for  steam 
sterilization, and  compressor seals worth 76,800 baht. Furthermore, the 
department of Agriculture Promotion issued a significant project to help the 
palm juice producers with  soft loans. The loans were classified into two types 
which  were worth 120,000 baht for buying the equipment and 130,000 baht 
for  cash flow. Both of these loans were interest-free for a period of 4 years. 
Moreover, in 1997, the group obtained the  budget from the  provincial 
development  special program budget   valued  at  373,000 baht. 
Consequently, the group could buy more special equipment.  In addition, in 
1988, the local government supplied the group  with about  65,000 baht. 
Exceptionally, in 1999, it was funded by the central government-Economic 
Community Strategic Plan which was autonomous at the provincial level to 
stimulate the economy. This budget was utilized for improving the land size 
with 5 acres with the huge  amount of 2,007,600 baht, especially for paying  
the cost of the construction of roads, a concrete entrance of 300 meters, 
construction of new factories,  and the construction of toilets and bathrooms.  
This group invested  its own money which accounted for 30 percent of all 
investment in equipment. The rest ,70%, was supported by the government 
agency. 
   The Kwanchai housewife group has a capital fund about 208,000 
baht. Moreover, it has a cash flow of approximately 50,000  a month. We can 
see that this group received a huge amount of financial support from the 
government agencies in the form of capital goods, such as the building and 
the equipment to produce ready sugar palm juice. 
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  Sugar palm juice is the beverage that requires a very hygienic 
process. It  can be spoiled easily. As a result, the process to produce sugar 
palm juice for being a commercial product needs many clean steps. 
When a climber cuts part of the palm tree on the top of it to take raw sugar 
palm juice, he uses  dry bamboo juice with contain a few special kind of plant 
leaves. This is a local wisdom that help the juice to retain its good quality 
until a climber climbs to collect it at dawn. After buying palm juice with a 
price of 8 baht per liter, the members working for the group started to boil this 
juice until it reached the sweet  level they set. This is to ensure that every time 
they boil sugar palm juice, it must have the same sweet level. Next, they 
poured the boiled juice into the 350 cc bottles. Interestingly, the bottles are 
not new, but they buy the used bottles of soda beverage which are quite clean. 
Before using these bottles, the workers clean them many times. After that, 
they take these bottles of sugar palm juice which are closed tightly with a 
vacuum system to the process of sterilization. 
   2.3 Workers 
        The first day of the walleye season,  climbers always pay respect 
to Mother Earth which most Thai people believe in. It is believed that Mother 
Earth might protect them after they show respect to her as she represents the 
environment. 
 Sugar palm juice is collected by tapping. This includes making a 
small incision in the bark, about 16 cm from the top of the trunk. A clean 
gourd is tied around the tree to collect the juice, which runs into it. The juice 
is collected each day and should be consumed within 6-10 hours after 
collection because fermentation starts soon.  
  In order to get the high quality output, it depends on the local 
wisdom because there are a lot of steps including climbing up the sugar palm 
trees. This kind of tree is quite high. People who climb up to cut the palm 
fruit must be proficient. In general, they climb up the palm tree at dawn about 
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3.00 a.m. The main reason is they must go to work in the rice field after 
climbing.  Therefore, it increases the risk to fall down to the ground if they 
are sleepy.  Surprisingly, I was told that some of the owners of the palm trees 
rent the plants to other villagers; the rental is 50 baht and 100 baht per year 
for male and female palm trees, respectively. It can be seen that the rental is 
quite low compared to the benefits yielded by the palm trees. 
 Each sugar palm can yield 10,000-15,000 baht a year.  The 
harvest season is only seven months between November and May. When the 
rainy season comes, the quality of sugar gets worse since the raw sugar gets 
contaminated with rain water. Apart from that, climbing  the sugar tree 
becomes more dangerous as it is slippery.   
 With regard to workers, 4-7 people work for the group daily. It 
depends on the quantity of raw palm juice. They always work from 8 a.m. to 
11 a.m. and make about 130 baht every day. We can see that it is a good part 
time job. 
 2.4.Leader 
 The first leader of this community group named Mrs. Wan 
worked hard for the group during 1995-2006. She employed many strategies 
to make the community group famous, such as making a closed contact with 
the government officers in Phisanulok province. Most people realize that 
sugar palm juice is a symbol of the Watbot community. She was a sacrificing 
and dedicated leader. As a result, this group was supported with a huge 
amount of government budget as described previously. At that time, many 
people visited the including television channels and many tourists as it was 
known that it was the largest place to produce sugar palm juice. 
Unfortunately, she had a massive stroke in 2006. Currently, she is 72 years 
old. After that, the members voted for a new chairperson. However, she has 
kept on working for the group on the committees.  Most of the group‟s 
members have a lot of land for rice fields. Consequently, when the price of 
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rice increased greatly much, 15,000 baht for 1500 kilogram under the rice 
pledging scheme, they started to pay more attention to growing rice and so do 
the workers. They stopped climbing the palm trees to grow rice immediately 
when they could grow rice. We can see that the rice intervention policy has 
had negative effects on resource allocation, for example for the OTOP 
project. 
      3. Management 
 Several years ago, the significant market channels were the fairs 
held in various locations, radio, television, and print media.  The bonus was 1 
percent of the highest volume of orders in a year. Surprisingly, this group 
never participated in the national OTOP trade fairs. They don‟t even join the 
fair established in Phitsanulok province often. The main reasons are most 
members are women who are quite old, and they are pleased with the sales 
volume they already have. 
  This  group has developed  a simple accounting system including  
accounts of daily expenditure and  capital accounts. The group arranges the 
meeting 3 times a year. At the end of the year, they divide the net profit which 
is distributed as follows: 
     First. The proportion divided among the members is  30%.  In 
2010, the group distributed 8% per share to shareholders which was higher 
than the interest given by the commercial bank-0.75%. Members are not 
limited in the right to buy shares. The leader told me that some members 
bought 1,000 shares. 
     Second. For the welfare of members, this community enterprise 
allocates 15% to them.   
  Third.  With regard to the committee, they are awarded 15% 
every year. 
  Fourth. The group must keep about 20% in reserve for buying 
new equipment and  for the depreciation of capital goods.  
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  Fifth.  The rest of the benefits, 20%, is accumulated to be the 
capital accumulation. 
 Importantly, the group gets a certificate from the government 
organization involved: the Food and Drug Administration in 1994 before 
joining the OTOP initiative.  The certificate is not easy to obtain. In Thailand, 
most educated people pay attention to this label. The award and qualified 
certificate that they received under the OTOP program is community 
standardized and a 4 -star  award. About the star contest, Mrs, Pralom, a 62-
year  old woman  who has been the chairperson of the group since 2009 told 
me that the group never won an OTOP 5 star award. The main reason is that it 
never exported to international markets. “The bottle of the Sugar Palm Juice 
is so heavy that it is not cost effective.   Initially, the group sold sugar palm 
juice in the community and around Phitsanulok province.  At present, it has 
extended the sale to other neighboring provinces. Surprisingly, this group 
does not have its own means of transportation. Mrs, Prarom claimed that the 
members are above the age of fifty, and they could not drive a car. 
Consequently, they face a difficulty with regard to participating at the OTOP 
fair in Bangkok or even a regional trade fair,  They have their own web site, 
so interested  consumers could place orders for the products regularly. 
Interestingly, most customers come to their factory and buy the products on 
their own.  In addition, along the road side from Phitsanulok near the 
community about two kilometers in length, there are many small shops selling  
bottles  of sterilized sugar palm juice in a pack of a dozen. Most parts of these 
shops were made from plastic and small pieces of wood. These are major 
buyers of the community group. 
  4. Real economic impacts 
 The production of sugar palm allows about 8 workers to earn 
extra income of about 130 baht a day. In addition, it generates income for the 
owners of the palm trees.   After climbing the tree to collect the palm juice, 
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they sell this raw juice to the group at 10 baht per liter.   This group 
established its own brand entitled “Couple Sugar Palm Tree”. The main 
benefits return to the group to improve the income situation of the members, 
the main occupation of which is rice farming. Furthermore, they can receive 
the additional revenue regularly almost throughout the year without having to 
leave their families.   In addition, members are also paid dividends from the 
net profit every year.  
 With regard to the climbers, most of them receive about 800 baht 
a day. Importantly, It establishes the local trade along the road side. There are 
about 12 shops.  Moreover, it has made the district the sugar palm source in 
the northern region. 
 
Table 20  Total cost  and revenue in a month. 
Factors of 
production 
raw sugar 
palm juice 
wage fuel packaging 
depreciation 
cost 
total 
cost 
revenue 
 Cost   45000 25000 5000 6000 2000 83000 120000 
Percentage 
of total 
cost 
0.54 0.3 0.06 0.072 0.024 100 1.44 
 
Source: Created by author 
           
Table 20  shows that the main cost of production is the cost of the raw 
sugar juice (0.54) and wages (0.3) for workers, respectively. We can see that 
84% of the total costs pays for the local resources because the material- the 
juice- is supplied in the village. Therefore, this beverage industry is very 
important for the villagers.  
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     5.Challenges and future 
  1. Climbing the sugar palm tree is considered a professional 
career because this kind of palm is 20 meters high. So, it is necessary to train 
some villagers to deal with this kind of job. At present, most young people 
don‟t want to take the risk of being climbers. They think that it is a dangerous 
job. In addition, they have more choices to work as the economy has 
developed in Thailand.  
  2. The unique output of palm juice depends entirely on the 
natural situation. In particular, the drought negatively affects the quantity of 
products. 
  3. From what I studied, I conclude that the business growth of 
this group is zero. It maintains the same quantity produced every year. 
  4. Currently, there are some others who produce sugar palm juice 
using a less complicated process. So, he can sell his products at a lower price. 
While the group buys sugar palm juice at 10 baht per liter, other buyers pay 
16 baht per liter. So, a lot of members sell their raw palm juice to other 
buyers.  This group could not pay the same price as the others because it will 
increase its cost of production and then the price. 
  5. There is only one producer of sugar palm juice in the northern 
region that has participated the OTOP scheme, so the group could enlarge 
their business by buying some raw sugar from  their neighborhood producers.  
Contribution factors to be the successful community enterprise at Kwanchai 
house wife enterprise. 
  6. The members vote for their committee independently. The 
woman who was the founder of the group resigned from this work as she has 
been sick for more than ten years. However, the enterprise continuously 
performs very well. This indicates that it does not depend heavily on the 
specific leader. 
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  7. There are many educational institutions, such as Naresuan 
University, Rajapaud Piboonsongkhram University, and Rajamongkol 
Institute in Phitsanuloke province that give support to the group in the form of 
research and development of the products. 
 
4.6.7 Herbal Community Enterprise 
    1. History 
      Products of natural herbs have been used as medicine since 
ancient times, for example in Asia there is evidence that humans used plants 
as early as 6,000 years ago. Later as scientific knowledge developed, it 
became easier and more convenient to manufacture chemical drugs, and most 
people turned to use them instead of herbal products. Consequently, the 
interest in popular herbal medication has dropped considerably. In addition, it 
has resulted in a lack of knowledge of of herbal medicines, and the study of 
medicinal herbs has not progressed as it should. Thailand has a rich variety of 
thousands of plant  species. Thailand's popular herb is a plant that is used in 
everyday life as food and medicine in the treatment of various diseases. 
However, it has lacked scientific research.    In 2010 in the 4 
th
 Economic and 
Social Development Plan, there was an introduction to the Basic Health 
Development Plan with a strategy to develop herbal medicine and primary 
health care in Thailand. Thai herbs generate a lot of benefits which include: 
   (1)  preservation of health by using traditional herbal 
medicine, so people can become more self-reliant. 
      (2) abundance of herbs in both urban and rural areas. 
   (3) use as  vegetables for cooking, such as basil, thyme, 
ginger, and galangal gourd. 
   (4) use in food preservation. 
   (5) use as unseasoned coloring and improvement of the 
smell and taste of food,  
168 
 
   (6) an ornamental plant utilized for its beauty, such as 
Coon trees. 
   (7) use as cosmetic ingredients, such as aloe Vera, 
Baibaubok, lemongrass and butterfly pea.   
   (8) use as a pesticide to protect vegetables and fruits. 
   (9) The herbs can be exported and generate some revenue 
for the country, such as cardamom and turmeric.  
   (10) pride of culture and Thai values. 
 The Herbal Community Enterprise was incorporated on January 
22, 2002 with the objective to promote the conservation of using Thai herbs. 
Since the ancient time, villagers in this community have grown many kinds of 
vegetables and herbs for sale. Mr. Sing  is an owner who has knowledge of 
Thai herbs Inherited from his father. His father worked as a traditional doctor 
in this rural area. Once he could bring back a woman who many people 
thought had died. Mr. Sing‟s father put some special herb into her mouth and 
soon she was resurrected. After this event, he was very famous. Therefore, 
many people who were sick came to see him. He told me that his father could 
inject patients, without pain different from modern medicine. His father often 
used the herbs to help others with great success, so he became interested in 
studying about herbs with his father. Mr. Sing is very proud of his father. He 
has learnt about Thai herbs since he was very young. Mr. Sing believes 
strongly that Thai herbs are more useful than modern medicine. In other 
words, his father is his idol.     
 This enterprise registered as a community group, but in reality it 
is a family business. There are 5 persons in his family- his wife, two 
daughters, and a son. His first daughter finished a bachelor degree in business 
management and Chinese. The other graduated in Agriculture from Kasetsart 
University. As a result, they are very helpful for developing the business.  
While the first daughter could deal with marketing and management, the 
169 
 
second helps in conducting  research related to plants. In addition, the 
youngest is helpful for computer design.  Mr. Sing would like to create  the 
business as the heritage for his daughters and son. He plans to register it as a 
limited partnership. It will be the main career for them. His products include 
herbal cosmetics and medicine. The herbal cosmetics are body lotion, face 
foam, soap, lemon grass shampoo, lotion to prevent mosquito bites, body 
scrub, and  Hair-strengthening oil.  With regard to herbal medicine, he 
produces a special lemongrass spray to cure knee pain which is a common 
complaint for many  Thai people. 
 2. Factors of production 
 The major factors of production of this group are land for 
growing herbs, setting up a small factory, herbs, workers, capital goods, and 
an entrepreneur. 
 Importantly, this community has an abundance of a variety of 
vegetables. Villagers always sell their products in Bangkok where there is a 
wholesale market.  Consequently, there are a lot of vegetables which use 
pesticides in this area. He realized that in order to obtain pure herbs he needed 
people in other areas to grow a field of lemongrass – contract farming. In his 
backyard, he grows some Thai herbs without using inorganic fertilizer. His 
products have the real components of Thai herbs different from other 
producers who use only a few herbs because the herbs are extracted by his 
family members and his contact farming members.  He has about 15 families 
that sell him a large amount of lemongrass. He believes strongly that any 
entrepreneurs who will be successful must be very determined. 
 He added that the national OTOP fair established at the perimeter 
of Bangkok provided a precious opportunity. He decided to participate in the 
fair two times a year and receives about 120,000 each time. Apart from that, 
he always receives some orders or new market channels. However, he 
sometimes buys the formula from other companies and adds some more new 
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products. Therefore, he could often create new products.  He is very pleased 
to produce the herb products that are in trend. Unfortunately, the life cycle of 
some herbal products is short. So, Mr. Sing sometimes keeps the stock of the 
products that are out of date. This also costs him a lot. However, creating 
some new products makes him proud of himself.  
   3. Workers 
   At the factory, only the family members work together every 
day, 4 persons for the week days and 5 persons at the weekend because Mr. 
Sing‟s son does not go to school on the weekend.  
       Mr. Sing‟s daughters learn about medical ethics and Thai herbs 
provided by the government medical institutions in Phitsanulok province. The 
course takes about 30 hours and includes both theory and practice. It means 
that the enterprise pays attention to human development. 
 4. Capital 
 Besides a small laboratory which was paid for out of the family 
budget, Mr. Sing has opened a small shop at his house that yields about 
10,000 baht a month from sales. In addition, Rajabhat University supported 
this enterprise with a vat value of 40,000 baht. Equipment is essential for the 
production as it reduces the incidence of mold. Moreover, this institution 
helps the group about packaging design. Also, some university students come 
to do professional training at the enterprise every year.  Last year, a professor 
had them help him with the production technique to meet GMP (Good 
Manufacturing Practice) standards regulated by the Food and Drug 
Administration.  
   However, he told me that he gave some advice to them instead.  
This point should alert  the university to prepare high quality students before 
going out to do training. 
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 5. Entrepreneur 
   Two years ago Mr. Sing went to sell his products at the local fair 
in Laos with other community entrepreneurs. He found that there was high 
demand for Thai cosmetics and lemongrass spray.  He declared, “When you 
want to use our products, you should stop using other brands. Some 
government institutions come to check production facilities and the standard 
of products, such as the Medical and Science Center. “If you decide to use our 
product, we guarantee that there will be no side effects if you stop using it. 
My products do not include any mercury compounds or any other harmful 
substances.”  
 Mr. sing‟s products have been selected as five-star OTOP 
products for 3 years in a row. He  focuses on two Thai herbs named 
Baibaobok and lemongrass. We can say that these two herbs are the identity 
of this group. There are very few enterprises in the northern region that 
produce herb products with these herbs. In Thailand, the herbal product 
producers always select some herbs to be the dominant material. Lemongrass 
is used for cooking many Thai foods, especially “Tom Yum Kung”. one of 
the most famous dishes for both Thais and foreigners. In addition, many 
people employ lemongrass when making an iced lemon beverage. With 
regard to Baibaubok, in the ancient times, we used it for reducing fever. 
Currently, Thais use it for producing iced beverages too. Mr. Sing uses these 
two herbs as the main substances in his products. 
 Some special kinds of plants are processed into a herbal oil and 
used to relieve pain. In addition. it is suitable for spas. Lemongrass is useful 
when made into a pain relief spray instead of just for massage. Furthermore, it 
can eliminate bad odors. 
 The Herbal Community Enterprise takes the safety and health of 
consumers into account. So, Mr. Sing often improves the production line to 
ensure it is clean and safe. The production facility is divided into two 
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buildings. While the first building is the laboratory, the second is the 
production building for production of cosmetics.   The temperature in the 
factory is controlled by an air conditioner to support quality improvement. 
  The Herbal Community Enterprise was selected as the 
exceptional producers by the Bank for Agriculture and Agricultural 
Cooperatives. As a result, many organizations visited this enterprise 
especially the PR people, agricultural journalists and the Parliament Radio 
stations. Mr. Sing realizes that advertising is one of the key factors of 
marketing, so he bought  an  advertising spot at a radio station (FM.92.50 
Mz). It is a very popular radio station.  Farmers, housewives, and merchants 
can listen to the radio while working. Furthermore, he sends his products to 
sell at the booth at the vegetable markets named “Talad Bangklong” and 
“Talad Kokmatoom” which are full of people as well as the Monday morning 
market in front of the Bank for Agriculture and Agricultural Cooperatives and 
at the town hall where there are also  important market channels. In addition, 
he tries to sell his products at the big post office in some provinces.  
Interestingly, he made a cutout of the products‟ pictures. This is a unique way 
to  advertise since when he goes anywhere, he also promotes his products.    
 Because of his famous herb business and creativity, he is invited 
to be a lecturer for prisoners. He inspired them to establish a new job after 
leaving prison.  The methodology he uses is to motivate the prisoners to think 
creatively. For example, he asks them how they can make money from 
lemongrass to receive 1,000 baht. Each of the prisoners must think how to 
produce some products from this plant. He said this is a very attractive 
method of teaching.  
 Actually, the leaders or the owners of the community enterprises 
who are women go to the educational institutions to ask for the cosmetic 
formulas.  In general, professors at the Faculty of Pharmacy are busy in 
teaching and conducting research projects.  They often ask these producers to 
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wait for them for long hours.  Mr. Sing is less patient than other woman 
producers and willing to wait. He thinks that waiting so long wastes his time. 
Apart from that he is full of confidence and creativity. Consequently, he often 
tries to create a new formula for himself and sometimes buys a formula from 
others. It costs him a lot. With regard funding from a government 
organization, Mr. Sing is not good at approaching these people. He sometimes 
insists on asking for his rights. As a result, he obtains little support in the form 
of capital goods from them.  Like many other OTOP producers, he doesn‟t 
like to ask for government funding and wants to be independent.                                                                                                                                                                                                                                                                                                              
     6. Real economic impacts 
 This Herbal Community Enterprise creates many benefits for 
villagers in terms of generating income, reducing imported goods, 
environmental protection, new source of nutrition, and developing human 
resources. Following are the details: 
 
Table 21  Total cost  and revenue in a month. 
Factors of 
Production 
Raw 
herbs 
Wage Fuel Packaging 
Depreciation 
cost 
Total 
cost 
Revenue 
Cost 30,000 15,000 10,000 20,000 5,000 80,000 112,700 
Percentage 
of total 
cost 
37.5 18.75 12.5 25 6.25 100  
 
 
Source: Created by author 
 
 Table 21 shows that the main cost of production is the cost of the 
herbal plants (37.5.%), wages (18.75%) paid to family members, fuel 
expenditure (12.5%),packaging expense(25%)and depreciation cost  ( 6.25%),  
respectively. We can see that 56% of the total cost is the local resources. The 
herb plants are easily supplied in the village. The more this enterprise 
develops, the larger the benefits the agriculturists receive.  
174 
 
 Second,   Mr. Sing claims that this kind of product could reduce 
knee pain in a month, so people do not have to have an operation at the 
hospital. Of course, I myself bought this lemon grass spray for my mother 
too. He really requires a pharmacist to analyze the ingredients  in order to 
submit the product to the Food and Drug Administration. If he receives the 
certificate, he will enlarge the market for this product as it is in very high 
demand. So, we may lower imported medicines to treat our painful knees. 
 Third, there are many universities that have launched programs 
about Thai traditional medicine. In order to reach a win-win situation, they 
should cooperate with this herbal community enterprise. Even the vocational 
college sends some students to this firm to learn about marketing.   
 Fourth, Mr. Sing demonstrates how to grow plants with organic 
chemical substances. This helps to protect the environment in the community 
when others reduce using inorganic fertilizer and dangerous pesticides.  It can 
be seen that the production process helps protect the environment.  
 Fifth, after the production process, there is a residue. He advises 
his members to separate the residue into two parts- liquid and solid. The first 
is used as water-bio compost; the second is employed as the compost 
fertilizer. During fermentation, there are a lot of mushrooms which could be 
cooked which have a good taste. So, it shows that the by-product of the 
procedure production releases a precious food source for villagers.    
 Therefore, this herbal industry is very important for the villagers 
in terms of generating  income, protecting the environment,  and developing 
human resources. 
  7. Challenges and future 
   Herbal cosmetics are goods for which Mr. Sing and other 
producers could receive a large margin of pricing when compared to other 
goods. Currently, Thai people pay high attention to beauty, so it is a good 
opportunity for herb producers. However, there are some difficulties. 
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 First, the market might be more competitive than before.  
 Mr. Sing also complains about the regulations of the Food and 
Drugs Administration related to advertising of herbs on the label. He said the 
description allowed is too short when compared to labeling in other 
neighboring countries. More importantly, he was worried about the market 
competition within the coming ASEAN community which is one of the most 
important  regional integrations in South East Asia to be initiated in 2015. 
Among OTOP‟s  235 producers whom  I interviewed, Mr. Sing was the only 
one who mentioned about that regional integration. The ASEAN community 
comprises three pillars. 
 First. the ASEAN Political-Security Community (ASEAN 
Security Community- ASC) is designed to enable countries to coexist 
peacefully.  As a result, people might be safe and secure. 
 Second. AEC (ASEAN Economic Community-AEC) aims to 
achieve economic integration which is a single market similar to EEC 
(European Economic Community) which has  existed for twenty years. The 
main objective of AEC is to facilitate trade and investment among the 
members. Apart from that, it will allow free skilled labor movement in this 
integration. 
 Third, the ASEAN Socio-Cultural Community‟s (ASEAN Socio-
Cultural Community- ASCC) purpose is to make the ASEAN countries stay 
together under the concept of social generosity. 
 In fact, the reduction of tariffs among the members of ASEAN 
countries has been in effect since January 1st, 2010 under AFTA-Asian Free 
Trade Agreement. As a result, Mr. Sing should learn how to benefit from the 
integration and improve the performance of the enterprise when the market is 
more competitive.  
 Second, the other main problem is how to get the GMP 
certificate. 
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GMP is the fundamental criteria that are required in production. There are two 
types of GMP: 
 1. General GMP covers the rules for all types of operations. 
 2. Specific GMP or GMP-specific product requirements  focuses 
on risk  and safety of the specific products. 
 Principles of GMP cover the  location of the establishment, 
structure of a factory, and production systems as well as security and quality 
standards at all stages from the starting step to production planning control 
from raw materials during production, finished product, storage quality 
control, and transportation to consumers. They are recorded in the database to 
check and monitor product quality. So, the final product quality ensures safety 
for consumers. In other words, confidence in the hands of the GMP is a basic 
quality assurance system before products are developed into the another 
quality assurance system, such as HACCP (Hazards Analysis and Critical 
Control Points) and ISO 9000 as well. 
 GMP in Thailand from the Food and Drug Administration (FDA) 
is the agency that is responsible for monitoring the implementation of a food 
in Thailand.  
 The system was first recognized in the year 1986 under the 
Economic and Social Development Plan No. 6. Over the last 20 years, the 
Food and Drug Administration has started to train both operators and 
government officials to understand the principles of the system. The Food and 
Drug Administration has implemented GMP to develop the standard of 
production. Since 1992, the GMP certificate has not been a compulsory 
regulation. Producers voluntarily apply for this certificate. 
 However, this certificate is a confidence building measure for the 
consumers. The producers who will obtain the GMP certificate must prepare 
themselves, especially for the first step of how to select the area and the 
structure of the building. This enterprise has not gotten this certificate yet. 
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 Third, producing herbal cosmetics is different from cooking. A 
producer must learn to understand clearly about the essential property of the 
chemical substance. In particular, some herbs are base while others are acid. 
They must not be used together in the cosmetic products. For example, 
Tamarind should not be mixed with the Plu plant. Thus, Mr. Sing must 
consider  this issue when he creates new products. 
 Nevertheless, the herb products are the complementary goods 
with Thai massage and the Thai spa, and they are very popular with both 
Thais and foreigners. So, the larger market for these two goods, the better the 
herb products will be.  In particular, Mr. Sing is very determined and creative. 
I believe strongly that he will find his way to join this trend 
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Chapter 5 Concluding Remarks 
  
 The main objective of this chapter is to address a summary of findings and 
conclusions of the study and to provide directions for future research. All its details 
are as follows.  
 
5.1 Summary of findings 
   In this section, I will present a discourse on the real economic impacts on 
villagers under the OTOP project covered by the study as outlined in the first 
chapter. This study aims to identify the cost share of the four major input factors of 
the production function, which are comprised of  manager or entrepreneurs, 
workers, materials, and capital goods in the lower northern region of Thailand.  
  
5.2 Macro level.  
  From the macro level that covers the whole area of Thailand, we first made 
comparison of the total revenue of product sales among regions, namely the north, 
central, south, and northeast, and then compared the total revenue of product sales 
classified into  5 categories: food, clothing, accessory, drinks, and herbs. To 
understand the effect the context at the time of the study, I also analyzed the 
different among regions regarding to their exports and other important factors. 
 Beginning with the analysis of 42 months from October, 2009 to October , 
2011 period of the means of the total revenue of OTOP products of all regions in 
Thailand. Part of the results are as the following. 
 5.2.1 The means of the total revenue of products, classified into the four 
regions: north, central, south, and northeast, were different at the 95% significance 
level. 
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 5.2.2 The means of the total revenue of products, classified into 5 categories: 
food, clothing, accessory, drinks, and herbs, were different at the 95% significance 
level. 
 5.2.3 The means of the total revenue of exported OTOP products, grouped 
into the four regions:  north, central, south, and northeast, were different at the 
95% significance level. 
 5.2.4 The means of the total revenue of exported OTOP products, classified 
into the four regions: north, central, south, and northeast, were different at the 95% 
significance level. 
 5.2.6 The means of the total revenue of exported OTOP products, divided 
into 18  sub-regions, were different at the 95% significance level. 
During the period of study, at the national level, the annual total sales 
increased every year.……..region represents the highest number both total annual 
sales and the number of OTOP firms. 
 
5.3 Real economic impacts on villagers working under the OTOP project. 
 The survey was conducted by direct questionnaire interviews at the OTOP 
firms. The collected data was statically analyzed to explain the background of 
entrepreneurs and their business incentives and assessment of OTOP policy such as  
their types of engagement in business, scale and ownership motive of start-up , 
business view points, and their evaluation of the OTOP policy.  
 The results obtained from the lower northern region indicate that while the 
average cost share of a manager (or leader) equals 236,677 baht with the medium 
of this figure 99,072 baht, the standard deviation is at 469,848.9 baht which means 
that each variable varies greatly from the mean. Therefore, medium figure should 
be more suitable representative number instead of mean. 
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  Results are the same for the average cost share of workers, it equals 94,430 
baht with the medium income 54,000 baht and the standard deviation 149,878 baht 
meaning that each of the variable varies  greatly from the mean. Therefore, the 
figure that should also be more suitable representative number is the medium 
income. 
 It can be seen from the results above that the medium cost share of the 
benefits paid to the mangers is about 2.51 times compared to the workers. The 
average revenue of OTOP firms is  652,157 baht a year. Clearly, the OTOP brand 
offered by the government established a degree of  monopoly power for that 
goods as confirmed by the 71% of the answers.  
 Most OTOP firms are single ownership which is different from OVOP 
community groups in Japan. 47.14% of registered OTOP  producers have run 
their businesses before the starting year of the OTOP initiative. It means that they 
applied to be OTOP firms to get some advantage especially marketing channels 
and a chance to go to national and regional trade fairs. 
 Most of interviewees said that they got financial supports from the Thai 
government before the starting year of the OTOP project. As a result, the Thai 
government could claim that they  did not regularly provide the OTOP 
entrepreneurs with cash. In fact, some departments working for rural development, 
especially  community development, provide some subsidies in the form of 
infrastructure, such as the buildings and capital goods . Certainly, the government 
did not give support the OTOP firms with cash, but it indirectly offers some 
significant supports using the government budget. 
 Most leaders (83.83%) are female as many scholars have mentioned before 
(Takashi, 2008 and Natsuda,2011). It could be concluded to some extent that the 
community economy has been driven by the lead of local women using their spare 
time to earn extra money. 
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 The age of the OTOP entrepreneur 60 %, are above 50, and significantly 
22.13% are in their 60s. For most workers, their age are in their 40s.  
 In terms of the marital status of the leaders (85.96%) and of the workers 
(88.08%) are married, respectively. 
 With regard to the educational background of the samples, 122 respondents 
who were leaders (51.91%) finished primary school education, and  another 
34.47% finished secondary school education meaning that 85% of them obtained 
an official low education level. 
 Focusing on debt status, only two thirds of the OTOP firms are not in debt. 
It implies that most of them are still conservative when it comes to doing business.   
 In terms of source of borrowing, it can be seen that the sub-district 
administrative organization provided the highest amount fund for OTOP firm 
borrowers while the BAAC bank held the highest average borrowing in terms of 
cash (405,000 baht). There is no relationship between the Village Fund and money 
capital of entrepreneurs under the OTOP project.  
 With respect to the total revenue, 57.03% of OTOP firms received revenue 
just lower than 350,001 baht a year . But this figure may not represent average 
revenue of the firms because its standard deviation is very high (1,291,778.97 baht)  
 In terms of manager’s share, in 12.34% of OTOP firms the managers 
received benefits less than 10,001 baht a year or only 833.33 baht a month. 
However, the average cost share for the manager is 236,677.16 baht. With regard 
to labor share, 50% of OTOP firms paid less than 54,000 baht a year for workers. 
   5.3.1 Types of participant 
  The responses were obtained from 235 of the 810 entrepreneurs with 
regard to the province-by-province breakdown of the numbers of OTOP business 
entrepreneurs participated in 2010.  
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 Craft products are the majority of OTOP products  both in the lower 
northern region  and at the national level. It is clear that these kinds of products 
are not necessary for daily life. Significantly, it is different from the OVOP 
movement in Japan. Thus, these products likely to face the limitation of the 
consumer’s need. 
 Regarding the star certificate, four stars represents the largest 
proportion of OTOP products. In a comparison of  the number of each kind of 
OTOP products including food, textiles, crafts,  herbs and beverages that are 
classified  by the star certificate, we can see that the craft products represent in 
the highest proportion. 
 Regarding gender, women are the main proportion of both leaders and 
workers working under the OTOP project similar to the situation in OVOP of 
Japan.  
   5.3.2 Backgrounds of business operators responding to the questionnaire  
  The respondents were asked various questions regarding their 
backgrounds, including origin, age, and level of education. On the other hand, 36% 
of respondents are over 50 years of age, and another 52% are in their 40s meaning 
that those over 40 years of age account for almost 88 % of the total. From the fact 
that just 12% are under 50 years of age, it shows the tendency for more 
entrepreneurs to be relatively old. 
  Respondents working in the field of textiles are relatively old overall 
with a large proportion over 50 years of age, suggesting further that this field has a 
high participation of elderly women. 
  Regarding educational background, the majority or 52 % has finished 
primary school education, but there are also many that got secondary school 
education (34%). The proportion of respondents who completed an undergraduate 
degree is just 8%. It only constitutes a small minority. 
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  Considering the starting year of the community enterprises, it was 
found that 47%  had started their business enterprises before the Thai government 
launched the OTOP scheme. It implies that they  applied to participate in  the 
project as they would like to achieve some benefits, such as marketing, capital 
goods, and technical support.  
 5.3.3 Scale of employment and capital 
  According to 235 respondents, about 21.3% demonstrated that their 
firms are in the micro business category with the number of  employees. The 
number of firms with over 50 employees is very small, just over 2 % of the total. 
Micro firms according to the definition given above, thus, accounts for 70 % of all 
firms. 
 5.3.4 Enterprise type 
  When viewed by enterprise type, it can be seen that Phetchaboon 
province  is overwhelming ahead in the field of food industry while Tak province 
is  notable in the textile and beverage field.  
 5.3.5 Business Set-Up 
  More than 120 firms, 65% of the total, began their business with a 
capital of  25,000 baht or less. This indicates that OTOP firms chose their 
interesting products and sold it on the principle of restricted capital. In addition, it 
implied that they wanted to start-up their business with their simplest tacit 
knowledge. Just 9 % of respondents have taken out a loan of more than 100,000 
baht, and even those  with more than 500,000 baht comprise only 16% of the 
total. 
 5.3.6 Cobb Douglas Production Function and Cost share 
 Regarding to the adjusted R Square , 0.966, it indicates that 96.6% of 
the variability in the cost of production is explained by the relationship with 
manager cost, material cost, labor cost and capital cost.   
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  The most important factor in terms of cost share (or the value of that factor 
in a product) of the OTOP industry is materials. Manager or knowledge worker is 
the second most important factor, followed by labor and capital. It's an indication 
of how important management is in the production process of this labor intensive 
but creative industry. There is also a sign of progress in productivity of this 
industry. Therefore, to help the OTOP project to still be relevant in the Thai 
economy, the right support from the government should be continued and 
improved. 
 
5.4 Discussion.  
 The OTOP programs  are capable of earning revenue and  strengthening a  
community economy. However, most of the OTOP producers that could get 
benefits from government supports are those who have won 3-5 stars for their 
products. They are competent to manage and get hold of financial capital by 
themselves.  
The OTOP Program has faced many weaknesses. Obviously, they represent 
no more than one third of  producers as a whole who reach high quality standards 
set by the related government organization.  Consequently, most OTOP 
entrepreneurs face limited access to principal support. The following are the results 
reported by the National Economic and Social Development board: 
 1. Most OTOP producers who get only a 1-2 star level do not usually form a 
group in doing business. As a result, it is very difficult for them to get financial 
support or credit from a bank. Financial institutions prefer to provide credit to a 
group of community entrepreneurs.  
 2. A group of OTOP producers often participate actively to learn modern 
technology and innovation in their production than individual producers. 
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 3. There is a lack of hand down local wisdom. Many of the scholars who 
have local wisdom and valuable knowledge don’t want to teach others. They want 
to keep this precious knowledge  for their own families. 
 4. Many of the products are not accepted by consumers because they only 
want to purchase goods that have top quality standards or the 4-5 star brand. This 
leads to the spread of imitation of popular goods undermining the overall quality of 
OTOP products. 
 5. Some of these producers employ a lower price strategy. 
 6. There are some barriers to entry to both domestic and international trade 
fairs following government regulations.  
 7. One-two star producers could not participate in these trade fairs. 
 
  Apart from that report, the Thai government  already provided a lot of 
financial support, such as capital goods  for a long time in the past. As a result, 
when the government initiated the OTOP project, they did not have to give much 
financial support. 
 
5.5 The Challenge of OTOP 
 OTOP is the most challenging project to alleviate poverty of Thai people in 
rural areas for the following reasons. 
 1. It is the heritage capital already existing in rural areas with their 
production capability derived from their predecessors. 
 2. The poor can do things. They need only a small amount of money for 
running these businesses.  They do not need high technology which takes time to 
learn. 
 3. It will be the enterprise spreading over the country because many people 
can make such products.  The benefit is then distributed to a lot of people, not 
only the rich. 
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 4. Experiences from the OTOP project show the government merely 
manages temporary markets 4 -5 times a year as marketing promotion.  This is 
not as a hard burden for the government.   
 5. Competition from the rich countries is impossible because the OTOP 
posses cultural heritage businesses and products are made by hand. The rich 
countries have advanced way beyond this.  
 
5.6 Suggestion 
   Finally, I would like to raise an additional solution to OTOP development on 
the economic aspect: 
 The OTOP fairs both at national and regional levels play a crucial role on 
OTOP success. While the big OTOP  firms in term of the total revenues and  
craft producers  think that the national trade fairs are very important for them, the 
others prefer to participate  in the regional  fairs.   At the national fairs, the big 
firms and craft producers could get both sales in cash and  some orders after that. 
It indicates that face to face communication still plays a crucial role for trading 
goods. Therefore, the government and the departments involved should arrange 
this event for them more often. 
 Currently, the related government organizations succeed in motivating the 
OTOP enterprises  to create  a network to launch the fairs in many big 
provinces.  It becomes a very interesting strategy to establish the market channel.  
Although having to pay about 3500 baht for a booth, they are please to do so. 
 As there are many government organizations  in every  province and 
district,  it is a good idea to arrange the market every Friday at  the 
organizations.   
   A few years ago, the government convinced officials to dress  in clothing 
made from Thai textiles at least one day every week. This resulted in increasing the 
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number of producers that make these kinds of textiles. The officials were the major 
customers. Currently, the government is not so strict on this policy. Most of the 
officers have changed to wear T-shirts. So, it also has effects on the producers.  
Lastly, based on my study, I found that the  OTOP project has increased adequate 
job opportunities in rural areas. It is the new alternative that keeps villagers 
working at their communities. However, the Thai government must encourage the 
villagers to learn and practice the concept of the  sufficiency economy philosophy 
bestowed by His Majesty the King. 
  This philosophy is applicable  to all  members of the community based  
firstly on the principles of self-reliance in the family . They should manage how to 
save  their revenues and  control the expenses of the family. In particular, they 
should provide themselves the four necessities, including food, clothing, housing, 
and medicine.  Apart from that, they should not owe a debt and should learn how 
to use money wisely. For example, many villagers ( 61% for the leaders and 72% 
for workers) spend their money on some ceremonies, especially preparing to be a 
monk. Their expenses are about 400,000 baht which means that they must save for 
10 years for this ceremony. 
 More importantly, the government ‘s pledge policy  largely affects labor 
allocation in the local area. When they realize that the price of rice is increasing, 
they quit working  under the OTOP scheme as a part time job to concentrate on 
growing rice. This is consistent with the neoclassical theory that mentioned about 
the dark side of the government intervention. 
 
5.7 Limitations of Study and Suggestions for further Study 
This dissertation used  the Cobb Douglas Production Function as the 
hypothesis model. Some future researchers might employ other theories or models  
to estimate the real economic impact of villagers working under OTOP projects,  
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such as the input output model or the economic base theory. In considering 
the limitations of study, the scope of this dissertation concentrated on the lower 
northern region in Thailand. There are OTOP enterprises in other regions where 
research on real economic impacts to the villagers should be carried out, especially 
using case studies. 
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Questionnaire on Real Economic Impacts on Villagers working under 
OTOP project (For leaders) 
Asst.Prof. Ratchanee Mukhjang 
Tel 083 9502110 
e –mail ratchaneem@nu.ac.th 
……………………………..…………………………………………………….. 
 
1. Sex 
   Male     Female  
 
2.Age   ................... 
 
3. Marriage status        
  Marries      Single                  Divorce 
 
4. Type of OTOP producers   
                 Single ownership  
    community enterprise                
    Small and medium enterprise 
 
5. Main Products 
1)...........................................................    
2)...........................................................  
3)...........................................................  
4) .......................................................... 
 
6.Main career    
       Agriculturists               Working under OTOP                  Others   
 
7. Revenue from main career…………. ………….. ……… baht/year 
. 
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8. Revenue from working under OTOP…………. ………… baht/year 
 
9. Expenditure……………………………………..baht./year 
 
10. OTOP Star Contest in 2013                     
    5  star               
    4 star                         
     3 star                 
    2 star                 
    1 star 
 
11. Number of members, number of workers and Capital goods obtained from 
governments.  
 
. 
Year 
Number of 
members 
Number of workers 
Capital goods 
obtained from 
governments 
1. The starting 
year of doing 
business……… 
 
   
2. The starting 
year of parting 
OTOP project 
 
 
 
  
3. Year of 2010 
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12. The source of  main used materials  
 In your village……………..Baht/year      
 In your province …………. Baht/year 
 From other provinces      
 From Bangkok 
 
13.  Revenue and Cost shared in 2010 
Revenue 
Mangers or 
leaders 
(Baht/year) 
Workers 
(Baht/year) 
Materials 
(Baht/year) 
Capital goods 
(Baht/year) 
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14. Financial Source 
1) Loan.............................................baht   
2) Year…………………………….. 
3) Lender........................................... 
4) Debt in 2010……………………baht 
 
15. Marketing 
           National OTOP fair                                     
    Regional OTOP fair     
    others …………………….. 
 
16. How are the National OTOP fairs important for you? 
                    Very important               
    Important                   
    No 
 
17. How many times are your products selected to participated in the national 
trade fair?  
   1)........................ times 
   2.) What year……………………………………………. 
 
18. How much did you get from selling at the national trade fair? 
   1) Maximum sale……………………………baht 
   2) Minimum sale…………………………….baht 
  
19. How much did you pay for the hotel or guest house when participating the 
national trade fair ?.........................baht 
 
 
. 
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20. Method of wage payment 
 Each time after work            
 Every day                    
 By pieces 
 
21. Allocation of net profit 
   1) Remuneration Committee  ..........................% 
2) Dividend  .................................................... % 
    3) Reserve........................................................% 
4) Cost of material and equipment..................% 
  5) Fund for the public interest….....................% 
 
22.Human development. 
   1) What method do you use to  enhance your members about this firm.? 
……………………………………………………………………………………
…………………………………………………………………………………… 
 2) How the government organizations involved provide you about human 
resource development such as training, seminar or short courses ? 
……………………………………………………………………………........... 
…………………………………………………………………………………… 
 
23. What is the most aspect do you like most under OTOP PROJECT ? 
............................................................................................................................... 
................................................................................................................................
................................................................................................................................ 
 
24. What are the difficulties do you experience related the business ? 
................................................................................................................................
................................................................................................................................  
…………………………………………………………………………………… 
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25. Do you want to enlarge the OTOP business ? 
……………………………………………………………………………………
…………………………………………………………………………………… 
……………………………………………………………………………………
…………………………………………………………………………………… 
……………………………………………………………………………………
…………………………………………………………………………………… 
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Questionnaire on Real Economic Impacts on Villagers working 
under OTOP project  (For workers) 
Asst.Prof. Ratchanee Mukhjang 
Tel 083 9502110 
e –mail ratchaneem@nu.ac.th 
………………………………………………………………………………… 
 
1. Sex   
    Male      Female                   
 
2. Age............................................... 
 
3. Marriage status        
    Marries      Single                  Divorce 
 
4. Type of OTOP producers   
                 Single ownership  
    community enterprise                
    Small and medium enterprise 
 
5. Main Products 
1).....................................................................    
2).....................................................................  
3).....................................................................  
4) .................................................................... 
 
6. Main career       
   Agriculturists                
  Working under OTOP                   
   Others   
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7. Revenue from main career…………………….…………baht/year 
 
8. Revenue from working under OTOP……….. …………..baht/year 
 
9. Expenditure…………………………...………………….baht/year 
 
10. Method of wage payment 
 Each time after work              
     Every day                  
 By pieces 
 
11. Are you member of  OTOP firms? 
         Yes                                          No 
 
12. Allocation of net profit 
   Remuneration Committee ..........................% 
Dividend  ........................................................ % 
    Reserve................................................................% 
Cost of material and equipment ..........................% 
  Fund for the public interest ..........................% 
 
13. Human development. How often do you participate in the seminar or 
training program related  to OTOP work?.............................a year 
……………………………………………………………………………………
…………………………………………………………………………………… 
 
14. What is the most aspect do you like most under OTOP 
PROJECT?............................................................................................................ 
…………………………………………………………………………………... 
…………………………………………………………………………………... 
………………………………………………………………………………….. 
211 
 
15. What are the difficulties do you experience related the business ? 
……………………………………………………………………………………
…………………………………………………………………………………… 
…………………………………………………………………………………… 
…………………………………………………………………………………… 
 
16. Do you want to work under OTOP for next year?  
……………………………………………………………………………………
…………………………………………………………………………………… 
…………………………………………………………………………………… 
…………………………………………………………………………………… 
 
 
 
 
 
 
 
 
 
